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Surplus  Account,  187,  235,  318. 
Suspense  Account,  41,   236,   308. 
Suspense  Ledger  (p.  82),  237,  467. 
Tabular    Ledger,    24.    191,    238,    458,    459, 

460. 
Time   Card,   230,  439. 
Time   Records,  439. 
To,  45. 

Trade   Discount,   99,  240,   440. 
Trade  Liabilities,  145. 
Trading  Account,  69,   143,   152,   187,  216, 

241,   248,  288,   292,   345,   352,   448,  485. 
Transpositions,    441. 
Traveling   Salesmen's    Ledger,   461. 
Treasurer's   Accounts,   202. 
Treasury   Stock,   272. 
Trial    Balances,    153,    242,    248,    314,    :544, 

351,    358,    363,    370,    442,    486. 
Turnover,   243,   320,   321,  349,  356. 
Undistributed   Profits,  187,  188. 
Vouchers,    244,    443,    444,    489. 
Voucher   and    Check    Combined,    447. 
Voucher  Checks,  446. 
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Voucher    Index,   444. 

Voucher   Records,   10,    194,   245,  445.   489, 

500. 
Voucher  System,  246,  443. 


Wages   Account,   247. 

Watered  Stock,  273. 

Working  Balance  Sheet,  26  («p.  15),  248. 

Working   Capital,   46,   164,   249,  268. 


Index  to  Tables  and  Forms 


Abstract  of  Cash  Sales,  506. 

Abstract  of   Charge   Sales,  507. 

Abstract   of  Expenditures,  501. 

Abstract  of  Goods  Rented,  507. 

Abstract  of  Installment   Sales,  507. 

Acceptance,    3. 

Account,  4. 

Accounts  Payable,  8,  36. 

Accounts    Payable    Ledger,    195,    331. 

Accounts    Payable    Record,   10,   194,    485, 

489,   492. 
Accounts  Receivable  Ledger,  6,  221,  283, 

297,    330,    522. 
Accounts    Receivable    Record,    223,    395. 
Accounts    Receivable     Cash    Book,    282, 

377. 
Adjustment    Account,    12,    21. 
Advertising  Account,   13    (2). 
Advertising    Index,    396. 
Advertising    Records.    396,    472,    473. 
Agents   Sales    Record,   68. 
Approbation   Sales   Account,   IS. 
Audited   Vouchers   Record,   445a,   500. 
Averaging  Accounts,  365  (4). 
Axle    Manufacturing    Company    Balance 

Sheet,   452. 
Bakery  Journal,  Ledger  and  Cash  Book, 

482. 
Balance   Ledger,   24,   76,   144    (5),   373. 
Balance   Sheet,  25,  26,  146,  153,   303,  304, 

322,    338,    347,    355,    448,    451,    452,    453, 

456,   457,   486. 
Bank  Balance   Ledger,  24. 
Bank  Deposit   Statement,  369. 
Bank  Records,  376. 

Beet    Sugar    Manufacturing     Co.     Com- 
parative  Statement,   455. 
Bill,    4,    497,    505. 
Bill   of  Exchange,   391. 
Bills   Payable  Account.  36. 
Bills   Payable   Register.   37. 
Bills   Receivable   Account,    39. 
Bills   Receivable   Record,  40,  371. 


Bills  Receivable  Register  and  Ledger, 
40. 

Blank  Book  Manufacturing  Costs  Sum- 
mary, 481. 

Bond,  43. 

Book   Inventory,   134,  403. 

Boot  and  Shoe  Manufacturing  Company 
Voucher    Register,    445a. 

Boston   Bank   Ledger,  24. 

Bottling  Works   Cash  Book,   50. 

Bottling  Works  Cash  Journal,  480. 

Branch    Records,    486. 

Brewery   Ledger,  144. 

Buggy  Manufacturing  Company  Bal- 
ance  Sheet,  453. 

Camp,   or    Plantation,    Ledger,   405. 

Car    Records,   516. 

Card  Collection  Records,  379  (3),  393 
(2). 

Card   Index,   374,  396,  507. 

Card  Ledgers,  144  (2),  373. 

Carriage  Manufacturing  Company  Bal- 
ance   Sheet,  448. 

Carriage  Manufacturing  Cost  Sheet,  450, 
474. 

Cash  Book,  5,  49,  50,  66,  142,  282,  326, 
327,  376   (3),  482,  489,  498,   509,   519. 

Cash      Journal,    52,    296,   329,   480,   511. 

Cash  Sales  Record,  506. 

Castings    Shortage   Record,   412. 

Central  Account   Ledger,  144,  405. 

Certificate    Receipt,    489. 

Chart,   57    (3),   98,   347,   354. 

Check  and  Disbursement  Record,  468, 
469. 

Check  Figure  "9",  383. 

Check   Figure  "11",  382,  384. 

Check    Figure    "13",    385. 

Check    Figure    "19".    386. 

Check   Ledger,  471. 

Check  Register,   60,  328,  380,  463. 

Check   Register  and  Pay  Roll,  466. 

Checking  System,  471. 
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Cigar    (Wholesale)    Monthly    Statement, 

4:;."),   457. 
Cigar    Business    Sales    Record,    153. 
Classification  of  Balance  Sheet,  25. 
Classification     of     Electric     Light     Co.'s 

Accounts,  62. 
Closing  Entries,  310,  493,  507.  520. 
Clothing   Business    Stock   Record,   433. 
Clothing      Manufacturing     Record,      304 

(2). 
Club  Ledger.  5. 

Coal   Mining   Cost   Record,   483. 
Coal  Business  Chart,  57. 
Collection  Records,  370  (3),  308  (2),  438. 
Combination    Voucher    and    Check,    447 

(2). 
Commercial  Balance  Ledger,  24. 
Comparative   Statistical    Statements,  339, 

341,    37S.    390,    432,    448,    449.    450.    451, 

454.   455,   457,   472,   483,  485,  492,   507. 
Comparative     Statements,     69     (3),     153 

(4),   230. 
Consignment    Record,    68,    72    (2). 
Construction    Company    Voucher    Regis- 
ter,  445a. 
Contract  Record,  3S9. 
Controlling    Account,    7,    9,    76    (2),    222 

(2),   284,   298,   332,   387. 
Corporation   Records,  489. 
Cost   Marks,   76,   432. 
Cost  Sheet,  439,  474. 

Cost   Summaries,   474,   481,   483,  4S4,  492. 
Cost  Ticket,  481. 
Coupon  Bond,  43. 
Coupon   Register,  256. 
Credit    Man's    Comparative   Record,    390. 
Credit   Ticket,   83,    507. 
Creditors'  Account,  8. 
Customers'  Comparative  Record,  390. 
Customers'    Ledger,    G,    7,    144,    221,    283, 

297,    330,   522. 
Cuts  and  Electros  Record,  434. 
Daily   Sales    Abstract,   86   500a. 
Day   Work    Time    Sheet.    439. 
Debenture   Coupon  Register,  256. 
Debit  Classification,  90. 
Debit   Note,   91. 

Department  Store   Cash  Book,  50. 
Departmental  Pay  Rolls,  173  (4). 
Depreciation  Tables,   98. 
Department  Store  Records,  223,  494. 
Details   of   Assets,    300. 
Disbursements    Records,    223,    494. 


Discount,  378. 

Dividend    Book,    100. 

Dividend  Notice,  100. 

Documentary   Bill   of  Exchange,  391. 

Doubtful    Accounts    Record,    467. 

Draft  Record,  392  (2),  393. 

Dry   Goods   Ledgers,  479. 

Due  Date   Record,   144,  374. 

Electric    Light    Co.    Classification,   62. 

Electric  Light   Company  Ledger,  144. 

Electric  Light  Company  Voucher  Re- 
cord, 445. 

Electric  Manufacturing  Comparative 
Statement,  69. 

Electric   Railroad   Chart,  98. 

Employes'   Ledger,  405. 

Employes'  Ledger  and  Pay  Roll,  405. 

Estimate  Blank  Records,  435,  436. 

Expense  Journal,  106. 

Factory    Order,    412. 

Factory   Order   Blank,   465. 

Factory  Weekly  Report,  492. 

Farms'    Record,    524. 

Filing    Record,    394. 

Foreman's   Check  Sheet,  412. 

Foreman's  Record  of  Manufactured 
Goods,   492. 

Foundry  Castings  Shortage  Record,  412. 

Freight   Apportionment    Record,   507. 

Fruit  Business   Consignment  Record,  72. 

General    Ledger,   284,   298,   332,   479,   495. 

Glove  Manufacturing  Comparative  Re- 
cord, 153. 

Grain  Business  Consignment  Record,  72. 

Hands'  Ledger,  405. 

Hat    Manufacturing    Records,   508. 

Hire   Furniture  Agreement,  398. 

Hotel  Cash  Book,  509. 

Hotel  Daily  Comparative  Record,  432, 
454.  468,  469. 

Hotel    Ledger,   459. 

Hotel   Letter  and   Package   Record,   470. 

Hotel   Steward's   Weekly   Record,   476. 

House    Property   Record,   524. 

Ice   Business   Customers   Record,  395. 

Ice  Company  Ledger,  458. 

Ice  Manufacturing  Company  Balance 
Sheet,  456. 

Income    and    Expenditure    Account,    127. 

Index   Card,  396. 

Index   Sheet,  394. 

Installment    Collections,    398. 

Installment  Lease,  398. 
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Installment  Ledger,  144,  397,  510. 
Installment  Record,  397,  507,  510. 
Insurance   Agents'    Record,   511. 
Insurance    Cash    Journal,    511. 
Insurance    Register,   462. 
Interest     Computations,     400     (2),     401, 

401a. 
Inventory,   402. 
Inventory  Record,    19,  402. 
Inventory  Sheet,   134. 
Investment  Account,  137. 
Invoice,   4,   438. 
Invoice  Book,  220. 
Invoice,    Collection    Record     and     Petty 

Ledger,  438. 
Jobbing   Sales    Book,  404. 
Journal,    66,    76,    106,    142    (3),    325,    463, 

464,    482,    488,    496. 
Journal,    Ledger   and    Cash    Book,   482. 
Journal  Voucher,  83,  507. 
Laundry    Business    Comparative    Record, 

153. 
Lead    and    Color     Manufacturing     Com- 
pany Balance  Sheet,  451. 
Lease  Register,  510. 
Ledgers,    5,    6,    40,    76,    137,    144    (10),   405 

(5),    408,    438,    458,    459,    460,    478,    479, 

482,   489,   495,   522. 
Ledger    Card   Index,   396. 
Lightning   Addition,   406. 
Liquidation  Accounts,  146. 
Log   Record,  522. 
Logarithm    Tables,    407. 
Logging  Camp  Record,  522. 
Log    Purchasing    Record,    513. 
Loose   Leaf   Ledgers,  144   (4),  408. 
Lot   Record.  48S,  524. 
Lumber  Business  Records,  512. 
Lumber    Cash    Book,    50. 
Lumber   Camp   Ledger,   405. 
Lumber   Order   Blank,   521. 
Lumber  Record,  522. 
Lumber    Sales    Book,    522. 
Lumber    Sales    Summary,    521.    522. 
Lumber    Time    Ticket,    522. 
Machinery   and    Fixture    Records,    417. 
Machines  Geographical   Record,  477. 
Maturity    Record,    37,    151. 
Material    Requisition,   432. 
Material   Used   Card,  492. 
Medical    Card    Records,    523. 
Membership  Ledger,  5. 


Metric   System   Chart,  411. 

Monthly   Statement,    153    (2),  451,   507. 

Monthly  Summary.  378. 

Mortgage  Record,  475. 

Office  Order,  412. 

Office  Supplies'  Record,  435. 

Opening  Entries,  163,  503. 

Option  Ledger,  144. 

Order   Blank,   166   (2),   412   (8),   465,  497, 

505. 
Order    Register,    167. 
Pay-Rolls,  173   (8),  492,  508,  520. 
Pay-Roil  and  Check  Register,  466. 
Pay-Roil    Distribution,    492,    502,    508. 
Pay-Roil  Ledger,  405. 

Percentages   on    Turnover,   341,   350,   357. 
Perpetual   Inventories,  402. 
Petty   Expenditure   Abstract,   501,   502. 
Petty  Ledger,  438. 
Physicians'    Ledger,   144. 
Physicians'   Records,   523    (2). 
Piece  Work  Pay-Roll,  508. 
Piece   Work    Record,   416    (2),   508. 
Piece  Work  Time   Sheet,  508. 
Plant    Records,    417    (3). 
Postage    Stamp    Record,    418. 
Practice  Set,  342. 
Prescription    Record,   420. 
Prize   Offer,   343. 
Profit   and    Loss    Account,    26,    158,    300, 

337,    346,  "353,    448,    451,    452,    453,    456, 

486. 
Promissory    Note,    3,   35. 
Proof   Book,   191. 
Proxy,   267. 
Purchase    Book,    323. 
Purchase   Journal,    142. 
Purchase   Ledger,   195,   331,   479. 
Purchase   and    Maturity   Record,   151. 
Purchase    Order,    196,   412,   492. 
Purchase   Record,   10,   151,   194,   485,   492. 
Quotation  Record,  422. 
Railroad   Contractors'   Pay   Roll,    173. 
Railroad     Comparative    Statement,    69. 
Railroad  Voucher  Register,  445. 
Raw    Material    Account.    493. 
Real   Estate   Ledger,  460. 
Real   Estate  Records,  524. 
Receiving    Department    Record,    132. 
Record   of  Finished   Product,    193. 
Repairs    Order    Card.    412. 
Representative    Account,    9,    13,    18,    36, 

39,   76,   387. 
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Requisition    for    Material,    432. 

Requisition  for  Supplies,   412.  432. 

Reverse  Posting  Records,  381    (5). 

Sales  Abstract,  86. 

Sales  Account,  284. 

Sales    Book,    66,    220,   281,   295,    324,    404, 

516. 
Sales  Journal,  66,  223. 
Sales  Ledger,  221,  283,  297,  330,  405   (2), 

522. 
Sales     Ledger     Controlling    Account,    7, 

222    (2),    284,   298,   332. 
Sales    Recapitulation,    86,    223    (3),    500a, 

506,    507. 
Sales  Record.  494   (4). 
Sales  Summaries,  500a,  506,  507,  521,  522. 
Savings  and  Loan  Association  Chart,  57. 
Savings  Association   Ledger,   144. 
Savings    Bank    Ledger,    373. 
Sectionalization,  464. 
Shingle   Record,   522. 
Shipping    Record,   412. 
Shop   Order,   492. 
Slip    System    Records.    381    (5). 
Stationery  and   Supplies  Record,  435. 
Stock  Account,  492. 
Stock  Book,  134,  231. 
Stock    Brokers'    Ledger,    144. 
Stock   Certificate,  53. 
Stock  Records,  402   (3).  417   (3),  432  (5), 

492. 
Subscription   Card   Index,  396. 


Subscription  List,  271. 

Subscription   Record,  396. 

Sundry    Debtors'    Account,    438. 

Supplies   Requisition,  412,  432. 

Suspense   Ledger,  237,  467. 

Tabular  Ledger,  24,  144  (2),  459,  460,  510. 

Telephone    Company    Chart,    57. 

Telephone   Company   Ledger,   144. 

Time  Sheet,  439. 

Time    Ticket,   239,    439,    522. 

Trading   Account,   26,    153,   301,   336,   345, 

352,  456. 
Transfer    Record,    489. 
Transfer    Slip,   492. 
Transpositions,    442. 
Traveling   Salesmen's    Record,    461. 
Trial  Balance,  242,  299,  335,  344,  351,  358, 

363,    388,    486. 
Trimmer  Lumber  Scale,  522. 
Turnover,    243,    340,    349,    356. 
Vacant  Lots'  Record,  524. 
Vouchers,  443   (3),  444  (5),  489. 
Voucher   Chehcks,   443,   446,   447. 
Voucher  Index,  444. 
Voucher  Records,  10,  443,  445,  445a   (3), 

492,    500. 
Voucher   Register,  489. 
Woolen  Mill  Comparative  Statement,  69. 
Woolen   Mill   Pay  Roll,  173. 
Working    Balance    Sheet.    26,    303. 
Workman's   Time   Record,   439. 


Pointers  for  Book-keepers  on  Special  Methods 


Accounts    Receivable    Record,    395,    521. 
Adjustments,    12.    104,    169,   208,    364,   398. 
Approbation    Sales,    18. 
Averaging       Accounts.        (Simple       and 

Double   Average),   365,   366,  367. 
Bad    and    Doubtful    Debts,    368. 
Bank  Account,  27. 
Bank    Deposit   Accounts,    369. 
Bills    Receivable   Record,   371. 
Bonds,  Treatment  of,  372. 
Book    Inventories,    403. 
Branch    Stores,    486,    487. 
Card    Index,   374,   396,   433,    507. 
Card  Ledger  System,  373. 
Cash  and  Bank  Record,  375,  377. 
Cash    Discounts,    51,    378. 


Check    Figures,    325,    326,    382,    386. 
Check  Registers,  311,  312,  328,  388. 
Check   Systems,   381,   387. 
Closing    Books,    494,    507. 
Collection    Records,   379,   392,   393.   507. 
Contract   Records,  389. 
Corporation    Stock    Records,    489. 
Cost    Accounting,    490,    493. 
Coupon   Retail   System,  427. 
Customers'    Comparative    Record,    390. 
Detection    of    Errors,    144,    441,    442. 
Documentary    Bills    of   Exchange,   391. 
Double    Average,    367. 
Draft    Records,    392,    393. 
Duplicate    Slip    Retail    System,   426. 
Filing    System,    394,    507. 
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Freight    Apportionment,    507. 
Index-Indexing,  396. 
Installment  Lease,  397. 
Installment    Records,  397,   398,  507. 
Interest    Methods    and    Rules,    400,    401, 

402. 
Inventories,   402,  403. 
Jobbing   Accounts,   404. 
Ledgers    (Special   for   various   business), 

405. 
Lightning    Addition,    406. 
Logarithms  for   Business   Use,  407. 
Loose    Leaf    Methods    and    Forms,    408, 

409. 
Mail   Order  Receipts,  410. 
Metric    System,    411. 
Opening  Books,   503. 

Order   Blanks  for   Factory,  etc.,  95,  412. 
Partnership    Interest,    413. 
Pass   Book   Retail    System,   428. 
Payment   of   Employes,   414. 
Percentages      (Methods      of      Figuring), 

415. 
Petty   Cash.   312,   327. 
Physicians'  Records,  523. 
Piece    Work     Records,    416,    508. 
Plant     Records,     417. 
Postage    Stamp    Record,    418. 
Posting,    118. 
Premiums,   Valuation   of,  419. 


Prescription    Record,   420. 

Private    Ledger,    421. 

Purchase   Records,   196,  505. 

Quotation  Records,  422. 

Real    Estate    Records,    524. 

Reserve  and   Sinking  Funds,  424. 

Reverse    Posting,    381. 

Sales   Checks   or   Tickets,   429. 

Sales   Records,   220,   521. 

Savings    Bank    Depositors'    Records   373. 

Savings    Bank   Trial    Balances,  370. 

Sectionalization.   274,   285,   387,   388. 

Selling  Prices    (How   Fixed),   423. 

Single    to    Double    Entry,    430. 

Sinking    Funds,   424,   431. 

Single    Average,    366. 

Slip    System,    381.  , 

Stock  Cuts  and   Electros,  434. 

Stock   Clothing   Business,   433. 

Stock  Record  Systems,  402,  403,  432,  435. 

Stock    Stationery    and     Office     Supplies, 

435. 
Stock  Sold  at  Discount.   436. 
Subscription    Records.    437. 
Sundry   Accounts   Receivable,   438. 
Time   Records,   439. 
Trade  Discount.  440. 
Transpositions.    441. 
Trial    Balances,   442. 
Voucher    System.    443.    447. 
Working  Balance   Sheet,  26,  318. 


Model  Sets — Illustrations  and  Explanations 


Adjusting  Entries,  317. 

Balance    Sheets,    292,    303,    304,    318,    322, 

338. 
Cash    Books,    282,    310,    312,    326,    327. 
Cash  and  Bank,  291,   311,  313. 
Cash   Journals.   290.    296.   313,    329. 
Check   Figure,  309. 
Check   Registers,   311,   312,   328. 
Closing  Entries,  316. 
Comparative    Statements.    31 0,    339. 
Controlling  Accounts,   275,   276,   279.  294. 

305. 
Departmental    Accounts,    2Sf>. 
Details    of   Assets,    300. 
Discount.    278.    310. 
General    Ledger,   280,   284,  298,   332. 
Inventories,  293. 


Journal.    308,    325. 

Percentages  on  Turnover,  321,  341. 

Petty  Cash.  312. 

Private    Ledger,    280,    284,    298. 

Profit   and    Loss   Account.   2S9.   292.    302, 

308,   318.   337. 
Purchase   Books   or   Records,   306.   323. 
Purchase    Ledgers,    314.    331. 
Sales   Account,  277.   287, 
Sales    Books    or    Record-.    274,    281,    295. 

307,    324. 
Sales  Ledgers,   283,  297,  314,  330. 
Sectionalization.  274.  285,   286,   305. 
Trading   Accounts.   288,   292,   301,  336. 
Transactions,   305,   321,   343. 
Trial    Balances.    299.    Ill  5.    335. 
Turnover.    320.    340. 
Working    Balance    Sheet,    303. 
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Special  Corporation  Reference  Dictionary 


Advantages   of   Incorporating,   259. 

Aggregate  Corporation,  252. 

Benevolent   Corporation,   252. 

Bonus,  250. 

Capital,   46. 

Certificate    of    Incorporation,    53,    253. 

Certificate    Receipt,    489. 

Charter,  254. 

Common    Stock,   251. 

Corporation,    252. 

Corporations,   Varieties   of,   252. 

Coupon    Register,    256. 

Cumulative   Preference  Stock,  255. 

Debenture   Coupon   Register,  256. 

Debenture  Stock,  264. 

Deferred    Stock,    93. 

Delinquent    Stock,   94. 

Domestic    Corporations,   252. 

Double  Liability  Corporations,  252. 

Eleemosynary   Corporations,   252. 

Foreign   Corporations,  252. 

Guaranteed  Stock,  257. 

Incorporating,    Advantage    of,    259. 


Installment   Dividend,  258. 

Installment    Scrap    Book,    260. 

Minute    Book,    261. 

Non-Assessable    Stock,   262. 

Non-Cumulative    Preference    Stock,    263. 

Perpetual    Debenture   Stock,   204. 

Preferred   Stock,   255,   257,  263,  265. 

Preliminary    Expense,   265. 

Private    Corporations,   262. 

Proxy,    267. 

Public    Corporations,    252. 

Sole    Corporations,    252. 

Stock    Cash    Book,   489. 

Stock    Donated,    268. 

Stock  Journal,  269. 

Stock    Ledger,    270,   489. 

Stock    Sold   at   Discount,  436. 

Stock    Subscription,    271. 

Stock    Transfer    Record,    489. 

Subscription    List,    271. 

Transfer   Register.  489. 

Treasury    Stock,    272. 

Watered   Stock,  273. 

Working   Capital,   268. 


Illustrations  of  Accounting  Methods  for  the  Following  Classes  of 
Business  Will  be  Found  in  Paragraphs  Below  Indexed 


Axle  Manufacturing,  452. 

Bakery.    Retail,    482. 

Banking,  24. 

Beet    Sugar    Manufacturing,    455. 

Blank    Book    Manufacturing,   481. 

Blowing  Machinery  Mnfg.,  412. 

Boot   and   Shoe   Mnfg.,   445a. 

Bottling    Works,    480. 

Branch  Stores,  486,  487. 
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Telephone   Company,  144. 
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FORE -WORD 


SHILE  everything  else  progresses,  it  is  only  to  be 
expected  that  considerable  improvement  should  be 
effected  in  the  practice  of  the  science  of  accounts. 
C  Many  notable  innovations  have  been  success- 
fully introduced  in  recent  years  in  accounting  and 
book-keeping  methods,  and  the  text  book  intended 
for  the  education  of  the  modern  student  should  be  up-to-date  and 
afford  the  latest  information,  d  To  those  desiring  to  obtain  prac- 
tical knowledge  of  business  methods  and  accounting  systems  to  be 
found  to-day  in  the  offices  of  twentieth  century  business  men,  this 
volume  is  respectfully  submitted. 

W.   W.  THORNE. 


"Correct  book-keeping,  cojnbined  with 
accurate  statistics  therefrom  derived, 
constitutes  a  vital  element  of  business." 


Thome's  Twentieth  Century  Book-keeping 
and  Business  Practice 


1.  It  is  probably  by  no  means  universally  known  that  the  develop- 
ment of  book-keeping  as  a  science  dates  from  the  introduction  and  use  of 
Arabic  numerals — those  now  used  by  all  civilized  nations,  as  this  system  of 
notation  made  the  assembling  of  figures  for  all  kinds  of  computations  easy 
and  convenient.  It  is  recorded  by  those  who  may  be  denominated  the 
historians  of  book-keeping  that  double  entry  book-keeping  originated  in 
Venice  in  the  fourteenth  or  fifteenth  century,  but  the  identity  of  the 
inventor  is  unknown.  Treatises  on  the  subject  of  double  entry  book-keep- 
ing began  to  be  written  as  far  back  as  A.  D.  1458,  and  the  value  of  the 
method  was  very  soon  appreciated  by  the  commercial  world. 

From  Venice,  we  learn  that  this  system  of  keeping  accounts  made  its 
way  to  Antwerp  and  Amsterdam,  reaching  Great  Britain  only  in  the  seven- 
teenth century.  Owing  to  the  extraordinary  commercial  development  of 
Great  Britain,  it  was  natural  that  the  science  of  book-keeping  should 
rapidly  advance,  finally  attaining  the  scientific  perfection  of  the  present 
day. 

The  principles  of  book-keeping  as  generally  used  in  the  United  States 
of  America  are  founded  on  British  ideals,  imported  principally  by  British 
accountants,  although  at  the  present  day  American  accounts  are  undoubt- 
edly in  advance  of  their  British  cousins,  particularly  in  the  discovery  and 
application  of  labor-saving  methods  and  the  elaboration  of  systems  which 
furnish  complete  information  in  regard  to  the  conditions  of  the  business 
in  the  plainest  and  most  practical  manner.  While  we  may  be  a  little  given 
to  over-elaboration,  America  may  well  be  proud  of  the  intellect  and  ability 
displayed  by  her  large  and  ever  increasing  army  of  book-keepers,  whose 
motto  is  unceasing  improvement. 

The  student  of  this  text-book  will  probably  not  be  much  interested  in 
the  general  literature  of  accounting,  but  the  number  of  text  books  published 
on  the  subject  is  astonishing  and  amply  sufficient  to  form  a  large  library. 
One  would  imagine  that,  considering  the  value  of  these  books  to  the  com 
mercial  community,  separate  departments  would  be  established  in  every 
city  library  for  the  convenience  of  those  interested  in  this  direction,  but 
librarians  generally  do  not  appeal'  to  appreciate  the  importance  <^\  this  class 
of  literature. 
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BOOK-KEEPING 


2.  Book-keeping  is  the  art  of  recording  the  transactions  of  a  busi- 
ness in  a  systematic  manner;  determining  the  accuracy  of  such  records; 
providing  a  record  of  the  separate  transactions  of  a  business,  and  statistical 
records  exhibiting  the  general  conditions  of  a  business. 

All  business  transactions  of  whatever  nature  with  individuals  involve 
the  transfer  of  value,  this  being  responsible  for  the  general  definition  that 
what  we  receive  must  be  credited  to  some  one,  and  what  we  part  with  must 
be  debited  to  some  one. 

ILLUSTRATED  REFERENCE  DICTIONARY. 

3.  ACCEPTANCE. — A  time  draft  is  denominated  an  acceptance 
after  it  has  been  accepted  by  writing  the  words  "accepted  payable"  at  a 
specified  bank,  and  the  signature  of  the  acceptor  across  the  face  of  the  draft. 


4.     ACCOUNT. —  (a)   A  bill  of  goods  sold  or  purchased. 
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(b)  A  record  of  transactions  carried  in  a  ledger,  whether  personal  or 
impersonal. 

ACCOUNTING. — Relating  to  the  science  of  accounts. 

5.  ACCOUNT  BOOK.— A  book  in  which  (a)  accounts  or  (b)  ac- 
counting records  are  kept. 

(a)  Ledgers,  consignment  records,  stock  books,  and  other  books 
which  contain  complete  transactions  of  any  kind. 
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(b)  Cash  books,  journals,  voucher  records,  sales  books,  and  other 
books  containing  records  of  separate  transactions  which  must  afterwards 
be  summarized  and  transferred  to  books  of  the  (a)  class. 

6.  ACCOUNTS  RECEIVABLE.— Accounts  carried  with  cus- 
tomers. 
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7.  ACCOUNTS  RECEIVABLE  ACCOUNT.— A  controlling  ac- 
count exhibiting  a  summary  of  the  total  accounts  receivable  and  the  aggre- 
gate balances  of  the  accounts  receivable  as  shown  in  the  ledger,  thus  repre- 
senting all  the  accounts  receivable  transactions.  The  items  constituting  this 
account  are  obtained  by  posting  the  totals  of  columns  provided  for  entries 


SALES  LEDGER  CONTROLLING   ACCOUNT. 

Date 
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Dr.  Bal. 
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Feb.  28 

S.  IS 

S.  '.', 
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10,742  89 

Jan.  31 
Feb.  2) 
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J.     74 
C.  100 
J.     97 

$5,954  62 

897  40 

7,501  25 

552  40 

$3,024  48 

relating  to  accounts  receivable  in  cash  book  and  journal  and  the  total  of  the 
sales  as  shown  by  the  sales  record.     This  account  takes  the  place  in  the 
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trial  balance  of  the  itemized  list  of  accounts  receivable,  and   is  therefore 
called  the  "Accounts  Receivable  Controlling  Account." 

8.  ACCOUNTS  PAYABLE. — Accounts  carried  with  creditors. 

9.  ACCOUNTS  PAYABLE  ACCOUNT.— A  controlling  account 
exhibiting  a  summary  of  total  accounts  payable  and  the  aggregate  balances 
of  the  accounts  payable  as  shown  in  the  ledger,  thus  representing  all  the 
accounts  payable  transactions.  The  items  constituting  this  account  are 
obtained  by  posting  the  totals  of  columns  provided  for  entries  relating  to 
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Accounts  Payable  in  cash  book  and  journal,  and  the  total  purchases  as 
shown  by  the  purchase  records.  This  account  takes  the  place  in  the  trial 
balance  of  the  itemized  list  of  accounts  payable,  and  is  therefore  called  the 
"Accounts  Payable  Controlling  Account." 

10.     ACCOUNTS    PAYABLE    BOOK.— A    record    of    purchases, 
sometimes  called  a  Purchase  Record,  or  Voucher  Record. 
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11.     ADDITIONS    AND    BETTERMENTS.— An    account    some- 
times kept  to  which  is  debited  cost  of  improvements  which  add  to  the  value 
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of  the  building,  plant,  machinery,  etc.,  as  distinguished  from  replacements 
and  renewals. 
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12.     ADJUSTMENT  ACCOUNT.— (a)   A  term  sometimes  used  to 


designate  Controlling  accounts. 
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(b)  An  account  specially  opened  at  the  time  books  are  closed  for  the 
preparation  of  periodical  statements  in  order  to  carry  unexpired  values, 
such  as 

Interest  accrued  but  not  due, 

Insurance,  taxes,  etc.,  paid  in  advance. 

13.  ADVERTISING  ACCOUNT.— An  account  exhibiting  amount 
expended  on  advertising. 

Where  a  considerable  advertising  expense  is  incurred  in  building  up  a 
business,  it  is  quite  usual  to  carry  the  amount  as  an  asset,  charging  off  a 
certain  proportion  to  expense  each  year  until  the  whole  amount  is  extin- 
guished. 

An  account  exhibiting  amounts  received  from  sales  of  advertising. 
This  is  an  account  carried  by  newspapers,  magazines,  etc.,  part  of  whose 
revenue  is  derived  from  the  sale  of  advertising  space.     In  this  case  the 
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advertising  account  represents  an  ordinary  sales  account  of  a  mercantile 
business. 
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14.     ALLOWANCE. — An  amount  credited  to  a  debtor  or  a  claim 
from  a  creditor  on  account  of  overcharge,  inferior  quality  of  goods,  etc. 

In  many  businesses  special   tickets  are  made  out  for  allowances  and 


ADJUSTING  ENTRY  OR  JOURNAL  VOUCHER. 

Folio 

Authority 
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Ledger 

Date  Billed 
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Quantity 
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<  ).  K.'d  by  some  responsible  official  of  the  business  before  being  posted  to 
the  ledger. 

15.  AMOUNT. — The  sum  total  of  two  or  more  numbers  or  quanti- 
ties: the  aggregate  or  value — thus,  the  amount  of  5  plus  G  is  11.  Gross 
amount  is  a  term  used  to  represent  the  aggregate  without  deduction.  Xet 
amount  represents  the  aggregate  less  deduction. 

16.  ANNUAL  STATEMENT.— A  statement  prepared  periodically 
for  the  purpose  of  summarizing  the  business  transactions  in  a  convenient 
form.     See  Balance  Sheet. 

17.  APPRECIATION. — A  term  used  signifying  an  increase  of 
value  generally  due  to  market  conditions. 

Thus,  a  piece  of  real  estate  may  greatly  increase  in  value  on  account 
of  the  increase  of  population  in  a  city  and  the  consequent  demand  for  land 
for  building  purposes. 

18.  APPROBATION  SALES.— Goods  delivered  to  customers  with 
the  understanding  that  they  may  be  returned  without  charge  if  found  unsat- 
isfactory. 

These  sales  should  be  carried  on  memorandum  and  not  included  in  the 
regular  sales  until  accepted  by  the  customers.  The  proprietors  of  some 
businesses,  however,  insist  on  including  them  with  the  regular  sales  and 
crediting  the  customers  in  the  case  of  the  return  of  the  goods,  so  that  there 
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may  be  no  possibility  of  sales  of  this  kind  being  overlooked.  This  method 
causes  a  considerable  amount  of  unnecessary  work  on  the  books.  It  would 
be  better  to  open  a  special  Approbation  Sales  account,  to  which  the  value 
of  goods  sent  out  would  be  debited  and  the  amount  of  cash  received  and 
goods  returned  credited.  This  account  would  then  always  exhibit  the 
value  of  the  goods  out  on  approbation,  and  should  meet  every  requirement. 
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19.     APPROXIMATE  INVENTORY.— A  book  inventory  obtained 

by  opening-  a  Stock  account,  to  which  is  debited  quantities  and  value  of  all 
purchases,  and  to  which  all  sales  are  credited  at  cost,  the  balance  repre- 


DrflT 

f 

IhTi 

cl< 

> 

Max 

Locotior) 

Mir,. 

Received 

Sold 

Ibflklpce 

Date 

Invoice 

No. 

Qflfli)l7fy 

bate 

Ohdei- 
No. 

Q»fll)lTly 

b^ite 

Or-c)et- 
No. 

Quality 

QiMrftlty 

senting  the  amount  and  value  of  goods  which  should  be  on  hand.  Where 
a  book  inventory  of  quantities  only  is  desired  the  account  of  quantities 
received  and  issued  is  kept  in  a  memorandum  stock  record. 

20.  ASSETS. — Property,   possessions,   resources. 

21.  ASSET  ACCOUNTS. — Accounts  representing  assets  or  values 
on  the  books. 

These  accounts  are  for  statistical  purposes  divided  into 

Fixed  Assets, 
Floating  or  Active  Assets, 
Speculative  or  Passive  Assets. 
Fictitious  Assets. 
Fixed  assets  are  those  which  form  a  permanent  and  essential  part  ^\ 
the  business  carried  on,  or  are  not  easily  convertible  into  .ash. 

EXAMPLES. —  Real  estate,  buildings,  machinery,  road  bed    and    rolling 
stock  on  a  railroad,  investment  in  bonds,  or  in  stock  of  other  businesses. 
Floating  or  active  assets  are  those  which  vary   from  day  to  day  from 

sales,  exchange,  etc. 

Examples. — Stock  in  trade,  cash,  accounts  and  notes  receivable. 

Speculative  or  passive  assets  arc  those  (a)  whose  values  fluctuate  from 
day  to  day  or  (b)  whose  values  cannot  be  accurately  determined. 

EXAMPLES. —  (a)  Investment  in  futures  on  the  stock  exchange,  (b) 
Patents,  copyrights,  good-will. 

Fictitious  assets  are  frequently  expense  accounts  carried  on  the  books 
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as  assets,  for  the  reason  that  expenditures  have  been  made  for  future  bene- 
fit, which  has  not  yet  been  received. 

Examples. — Promotion  expense,  bonus,  franchise,  advertising. 

Expenditures  of  this  kind  are  usually  charged  off  in  certain  propor- 
tions year  by  year,  or  at  other  stated  intervals,  until  extinguished. 

Example. 

Amount  expended  1st  year $70,000.00 

Less  yearly  proportion  of  advertising.  .  40,000.00 

Advertising   advanced   account   or 

invoice     $30,000.00 

Amount   expended   2nd   year $60,000.00 

Less    yearly    proportion 40,000.00  20.000.00  added  to  inventory 

Invoice    2nd    year $50,000.00 

Amount    expended    3rd   year $50,000.00 

Less    yearly    proportion 40.000.00  10,000.00  added  to  inventory 

Invoice    3rd    year $60,000.00 

Amount    expended    4th    year $40,000.00 

Less   yearly   proportion 40,000.00 

Invoice    4th    year $60,000.00 

Yearly   proportion    5th    year $40,000.00 

Less    amount    expended    30,000.00  10.000.00  ded.  from  inventory 

Etc.,  Etc. 

22.  AUXILIARY  BOOKS. — Record  books  other  than  those  of 
original  entry. 

Thus,  an  order  book  is  a  book  of  original  entry,  and  a  sales  book  is 
an  auxiliary  record  into  which  the  order  is  transferred  for  convenience  of 
posting  to  the  ledger.  Books  used  for  distributing-  purposes,  or  the 
assembling  of  statistical  information,  are  auxiliary  books. 

Examples. — Material  distribution  book,  stock  record,  cost  recapitula- 
tion, ledger,  proof  book,  etc. 

23.  BALANCE. —  (a)  The  difference  between  the  debit  and  credit 
side  of  an  account.      (^See  Advertising  account.) 

(b)  The  surplus,  or  deficiency,  shown  on  a  balance  sheet,  or  Profit 
and  Loss  account.     (See  Balance  Sheet.) 

(c)  The  inherent  quality  in  the  system  of  double  entry  book-keeping, 
whereby  every  debit  entry  must  have  its  offsetting  credit  entry,  and  every 
credit  entry  must  have  its  offsetting  debit  entry. 

24.  BALANCE  LEDGER. — A  ledger  containing  separate  columns 
for  the  exhibition  of  daily,  weekly  or  monthly  balances. 
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Balance  ledgers  are  made  in  (a)  tabular  and  (b)  regular  style. 

(a)  The  tabular  style  is  much  used  in  banks  where  daily  balances 
are  required. 

It  is  also  used  by  some  commercial  houses,  when  it  is  arranged  to 
exhibit  monthly  balances. 
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(b)  The  regular  style  of  balance  ledger  is  now  used  by  all  up-to-date 
concerns,  and  almost  all  forms  of  modern  loose  leaf  ledgers  are  provided 
with  special  balance  columns.     (See  Advertising  account.) 

The  advantages  derived  from  the  use  of  the  special  balance  column 
may  be  summarized  as  follows : 

It  is  a  great  help  to  the  credit  man,  especially  if  a  due  date  column  is 
provided  in  front  of  the  balance  column  in  which  the  due  dates  are  brought 
f<  irward. 

It  does  away  with  the  trouble  of  ruling  off  accounts  each  month,  or 
at  other  periods,  and  bringing  down  new  balances. 
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It  does  away  with  the  old-fashioned   method    of    disfiguring    ledger 
3  with  balances  written  in  pencil* 


Jan uar 

y 

Fe 

bruary 

Folio 

BALANCE 

DEBITS 

CREDITS 

BALANCE                DEBITS 

CREDITS 

BALANCE 

F  o  i  d 

1 

1            ' 

! 

1            1 

l 

[j 

2 

1 

3 

) 

! j 

5 

"I 

li 

5 

244 

04 

-It  U4 

3 

89 

3 

522 

-•'< 

7 

11 

538 

81 

7    164 

ni 

1  1 

153' 

3!) 

15 

5  28 

l'l 

I 

8 

.  i 1 

1 

<» 

i 

1 

| 

O 

1 

— 

2 

:j 

I 

4 

5 

(i 

1 

1 

.           ... 

7 

8 

'i 

0 

i 

I      ! 

Tel. 

1  6  '  ;  8  2    85 

■1  2 

408 

05 

1  4JG7fi 

28 

1 9 1 0  5 1  j  08 

C«-«h 

1 

10 

893 

05 

25 

00 

Jour 

1 

51  5  |  00 

14   Sol 

28 

T<t. 

12 

4G£  ]  05 

14|676 

2? 

• 

COMMERCIAL  BALANCE  LEDGER. 


25.  BALANCE  SHEET. — A  balance  sheet  is  a  statement  showing 
on  one  side  the  balance  of  the  accounts  representing  the  assets,  and  on  the 
other  side  the  liabilities,  of  the  business,  so  as  to  indicate  its  true  financial 
condition  at  any  given  time.  The  assets  should  be  shown  in  the  order  of 
their  availability  and  the  liabilities  in  the  order  of  their  precedence.  The 
assets  should  be  arranged  in  three  classes,  cash  assets  or  current  assets,  such 
as  cash,  notes,  accounts  receivable,  and  merchandise;  fixed  assets,  such  as 
plant,  fixtures,  horses  and  wagons,  and  real  estate;  and  items  in  suspense, 
or  prepaid  charges.  The  total  amount  of  each  class  should  be  extended 
into  an  outer  column,  so  that  the  total  of  the  three  classes  will  represent  the 
total  assets.  The  liabilities  should  be  divided  into  two  main  classes,  current 
liabilities,  those  representing  the  indebtedness  of  the  business  to  others  than 
the  proprietors,  such  as  accrued  labor,  notes  payable,  and  accounts  payable; 
and  capital  accounts,  such  as  Monthly  Loss  and  Gain;  Unpaid  Dividends, 
General  Loss  and  Gain,  Impairment  and  Surplus  and  Capital,  which  re] ire- 
sent  the  indebtedness  of  the  business  to  its  proprietors.  The  total  amount  of 
each  class  should  be  extended  into  an  outer  column  so  that  the  total  of  the 
two  classes  will  represent  the  total  liabilities.     Where  there  are  mortgages 
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on  the  plant  the  first  class  may  be  subdivided  into  unsecured  liabilities  and 
secured  liabilities.  It  will  then  be  possible  to  compare  at  a  glance  the 
amount  of  the  current  assets  with  the  amount  of  current  liabilities,  and  the 
value  of  the  plant  with  the  amount  of  incumbrance  thereon,  so  that  the 
condition  of  the  concern  as  to  sufficiency  of  working  capital  and  degree  of 
solvency  may  be  seen.  And  if  the  amounts  of  Items  in  Suspense,  as  well 
as  Surplus,  Reserves  and  Capital  be  scrutinized,  the  prudence  or  shortsight- 
edness of  the  management  may  be  learned. 

Considerable  accounting  skill  may  be  displayed  in  the  arrangement  of 
the  various  items  of  a  balance  sheet  so  as  to  give  the  greatest  amount  of 
information  in  the  clearest  possible  manner. 

The  arrangement  below  illustrated  is  strongly  recommended  by  some 
accountants. 

BALANCE   SHEET    AS   AT   JAN.    1,    1904. 
ASSETS.  LIABILITIES. 

Ca^h~        .  ,s  Trade  Creditors— 

ru      ,       * Due    ""der    Bills    Payable $ 

in   bank   Due   on    Open   Account,. 


Sundry   Charges  Accrued  t<>  Date — 
investments —  Rent  $ 

Due  by  customers:  Taxes 

Bills   Receivable    $ Wages  * 'etc 


Open    Accounts: 

Go<  >d    

Doubtful    Mortgage  Loan: 


Interest    due     and   ac- 
crued       $. 


Deduct— 

Reserve    for    Discount 

and    Bad  Debts..- Other    Loans    (including  interest 

to  date)    

Stock   on   Hand   as    \  al- 

"f"     Y  ,    .,  s  Amount  due  to  outside  credit":-. 

Manufactured  Goods  .  $ Due  to  Stockholders- 
Goods    in    progress    oi  Capital  ?! 

manufacture    Reserve 

Raw    material    Store.- Profit 

J'lant,   Machinery,   Etc. — 
Amount  in  last  Balance 

Sheet     $ 

Expended    since    


I  )educt — 

I  K-preciation    $. 

Real    Estate — 

Land     $. 

Buildings    


Goodwill  and  other  as- 
sets of  an  indetermin- 
able or  contingent 
value    $. 
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26.  BALANCE  SHEET— Working  Form.— A  form  of  statement 
ruled  with  columns  providing  for  Trial  Balance,  Trading  Account,  Profit 
and  Loss  Account  and  Balance  Sheet  in  combination,  clearly  showing  the 
relation  of  these  accounts  one  to  the  other.  All  of  the  components  of  the 
trial  balance  are  distributed  in  one  or  other  of  the  following  columns,  with 
the  addition  of  inventories  which  are  added  to  the  asset  side  of  the  balance 
sheet  and  to  the  credit  side  of  the  Trading  Account  and  Profit  and  Loss 
Account,  according  to  where  they  belong — i.  e.,  inventory  of  merchandise 
belongs  to  Trading  Account ;  inventory  of  office  supplies  to  Profit  and  Loss 
Account. 

This  is  a  very  convenient  form  of  statement  where  a  number  of  adjust- 
ments must  be  made  on  the  balance  sheet  which  it  is  not  desired  to  enter  on 
the  books,  the  adjustment  being  readily  made  and  the  work  proved  with 
facility. 

27.  BANK  ACCOUNT. — An  account  of  moneys  deposited  with  and 
withdrawn  from  a  bank.  One  of  the  most  common  methods  of  keeping 
this  account  is  to  make  the  record  of  deposits  and  withdrawals  on  the  stub 
of  the  check  book,  which  should  be  specially  ruled  so  as  to  conveniently 
provide  for  the  record  of  deposits  on  the  reverse  of  the  stub,  and  permit 
footings  of  checks  to  be  made  with  facility. 

The  check  stubs  thus  form  a  check  register,  showing  at  the  close  of 
each  day  the  balance  at  bank  by  the  simple  process  of  deducting  the  totals 
of  checks  from  the  totals  of  deposits.  The  footings  should  be  carried  for- 
ward to  the  end  of  the  month  before  striking  a  new  balance  on  the  stub, 
for  the  reason  that,  if  any  error  is  made,  the  bringing  forward  of  a  new 
balance  every  day  obstructs  its  discovery. 

The  bank  account  is  frequently  kept  in  either  cash  book,  or  journal, 
separate  columns  being  provided,  both  debit  and  credit,  headed  "Bank." 
The  total  of  deposits  is  entered  daily  in  the  proper  column  from  the  deposit 
slips  (which  are  filed  for  reference)  and  the  total  of  checks  issued  is  also 
entered  daily.  The  entering  of  checks  in  detail  in  the  bank  column  is 
unnecessary  and  profitless  labor,  and  the  grand  totals  only  of  the  bank 
columns  should  be  posted  to  the  ledger  at  the  end  of  each  month  for  trial 
balance  purposes. 

28.  BANK  BALANCE.— The  amount  standing  to  the  credit  of  a 
depositor  at  the  bank. 

29.  BANK  DISCOUNT  AND  EXCHANGE.— Charges  made  by  a 
bank  for  discounting  notes  receivable  or  for  clearing  foreign  or  country 
checks. 
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30.  BANK  DRAFT.— A  draft  made  by  one  bank  on  another  for  the 
purpose  of  making  payments  to  the  parties  specified  thereon. 

31.  BANK  PASS  BOOK.— A  book  in  which  is  recorded  by  the 
bank  the  amount  of  customers'  deposits  and  check  withdrawals,  also  ex- 
change on  collections,  discounts,  etc. ;  practically  a  copy  of  the  customers' 
account  in  the  bank  ledger. 

32.  BILL. — A  record  of  goods  purchased,  services  rendered,  or  work 
done;  an  invoice;  a  sales  ticket.     For  illustration  see  "Account." 

33.  BILLS  OR  NOTES  DISCOUNTED.— Bills  receivable  depos- 
ited at  the  bank  for  discount.  This  is  a  negative  to  Bills  Receivable  Account. 
The  cash  received  from  the  bank  on  account  of  bills  deposited  for  discount 
should  be  credited  in  the  cash  book  to  Bills  Discounted  Account,  thus  con- 
stituting a  contingent  liability,  as  the  bank  will  have  to  be  reimbursed,  sup- 
posing the  bills  deposited  for  discount  are  not  paid. 

34.  BILL  OE  EXCHANGE.— A  written  order  to  one  person  to  pay 
to  another  person  named  on  the  bill  a  specified  amount  on  a  certain  date. 

Foreign  bills  of  exchange  are  usually  made  in  triplicate  to  avoid  loss 
and  delay.     The  wording  of  foreign  bills  is  therefore  as  follows : 

"Our  first  and  second  of  exchange  not  being  paid,  pay  to  the  order 

of,  etc." 

35.  BILL  OR  NOTE  PAYABLE. — A  promissory  note  whereby  the 
party  making  same  agrees  to  pay  a  certain  amount  at  a  specified  time. 
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36.  BILLS  PAYABLE  ACCOUNT.— A  representative  account  in 
which  is  kept  a  record  of  the  amount  of  bills  payable  given. 

The  check  numbers  are  provided  with  a  view  to  doing  away  with  the 
prevalent  system  of  debiting  the  payment  of  the  bill  opposite  the  credit 
entry;  likewise  in  Bills  Receivable  account  crediting  the  payment  opposite 
the  debit  entry.     This  very  considerably  increases  the  trouble  of  getting 

16 


BOOK-KEEPING    AND    BUSINESS    PRACTICE 


37-39 


out  the  trial  balance,  and  mistakes  are  very  liable  to  occur  through  over- 
looking- the  debit  or  credit  which  should  enter  into  the  trial  balance  of  the 
particular  month  on  which  the  work  is  being  done.     By  using  the    check 


(Sills  Payable  Account. 
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numbers,  reference  to  the  bill  paid  is  easily  made  and  the  monthly  trial 
balance  is  in  no  way  interfered  with. 

37.     BILLS  PAYABLE  REGISTER.— A    record    of    bills    payable 
usually  arranged  so  as  to  exhibit  due  dates  and  where  payable. 
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38.  BILL  OR  NOTE  RECEIVABLE.— A  pr«  muss,  try  n<  »te  i  »r  i  rthcr 
written  agreement  in  payment  of  amount  at  a  specified  date. 

On  the  books  of  a  business  the  agreements  to  pay  us  are  designated 
bills  or  notes  receivable,  and  our  agreement  to  pay  others  are  designated 
notes  or  bills  payable. 

39.  BILLS  RECEIVABLE  ACCOUNT.— A  representative  account 
containing  a  record  of  the  amount  of  bills  or  notes  receivable  received. 

This  account  is  similar  in  character  to  illustration  of  Bills  Payable 
Ace  mnt. 
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40.  BILLS  OR  NOTES  RECEIVABLE  REGISTER.— A  book 
containing  full  details  of  the  bills  or  notes  receivable  received,  such  as 
due  date,  where  payable,  endorser,  etc. 
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\\  here  such  bills  or  notes  are  very  numerous,  special  registers,  or  com- 
bination registers  and  ledgers  are  frerjuentlv  devised. 
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41.  BILLS  RECEIVABLE  SUSPENSE  ACCOUNT.— A  ledger 
account  in  which  are  recorded  the  amounts  of  doubtful,  or  uncollectable, 
bills  receivable  until  a  final  disposition  is  made  of  them. 

42.  BLOTTER. — A  book  of  original  entry,  in  which  are  entered 
particulars  of  orders  received  in  memorandum  form.  These  particulars  are 
subsequently  copied  into  a  more  permanent  record,  such  as  a  sales  book  or 
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order  blank.     The  use  of  books  of  this  kind  should  be  avoided  wherever 
possible,  as  involving  unnecessary  duplication  of  work. 

43.  BOND. — Art  obligation  in  the  form  of  negotiable  commercial 
currency,  payable  at  a  specified  date,  and  secured  by  mortgages,  sinking 
fund,  or  other  security. 


United  States  of  America 
state  of  michigan. 

THE  MICHIGAN  STREET  RAILROAD  CO. 


No. 


OF  ADRIAN 


$1000 


First  Mortgage 


Gold  Bond 


Know  all   Men  by  these  Presents, 

That  the  Michigan  Street  Railway  Company,  Adrian,  a  corpora- 
tion duly  organized  under  the  Laws  of  the  State  of  Michigan,  of 
Adrian,  Michigan,  is  indebted  to  the  bearer  in  the  sum  of  One 
Thousand  Dollars,  in  money  of  the  United  States  of  America,  which 
indebtedness  it  promises  to  pay  in  Gold  Coin  on  the  first  day  of  March, 
Anno  Domini,  Nineteen  Hundred  and  Twenty,  at  the  office  of  The 
Union  Trust  Company,  of  Adrian,  Michigan,  with  interest  thereon  at 
the  rate  of  six  per  centum  per  annum,  payable  in  Gold,  on  the  first 
day  of  September  and  March  in  each  year  according  to  the  tenor  of 
the  annexed  coupons  and  upon  presentation  and  surrender  thereof  as 
they   severally   become   due. 

This  bond  is  one  of  a  series  of  one  hundred  and  fifty  bonds  of  the 
same  tenor  and  date,  and  numbered  consecutively  from  1  to  150,  each 
for  the  sum  of  One  Thousand  Dollars,  amounting  in  the  aggregate 
to  one  hundred  and  fifty  thousand  dollars,  the  payment  of  which  is 
secured  by  a  Deed  of  Trust,  dated  the  first  day  of  March,  A.  D.  1904. 
to  the  Union  Trust  Company,  Trustee,  duly  executed  and  delivered  by 
the  said  Michigan  Street  Railway  Company,  of  Adrian,  conveying 
to   said   Union   Trust   Company,   Trustee,   the   property  therein   described. 

If  The  Michigan  Street  Railway  Company,  of  Adrian,  or  its 
successors,  shall  make  default  in  the  payment  of  any  one  of  the 
interest  coupons  annexed  to  this  Bond  on  the  day  the  same  becomes 
due  and  such  default  shall  continue  for  sixty  days  thereafter,  then 
without  demand  or  notice  this  Bond  shall  become  due  and  payable, 
and  may  at  once  be  enforced  as  fully  as  if  it  had  become  due  by 
expiration  of  the  time  for  which  it  is  made  as  provided  in  the  Deed 
of  Trust    mentioned,   given   to  secure   it,    or   otherwise. 

This  Bond  shall  not  be  valid  until  it  shall  have  been  authenticated 
by  the  Certificate  endorsed  hereon  by  The  Union  Trust  Company, 
Trustee,  and  is  issued  and  held  subject  to  the  terms  and  conditions 
contained   in   said  Trust   Deed   to   which    reference  is   hereby   made. 

In  witness  whereof  the  said  Corporation,  The  Michigan  Street 
Railway  Company,  of  Adrian,  has  caused  this  Bond  to  be  sealed 
with  its  corporate  seal  and  signed  by  its  President  and  Secretary  in 
accordance  with  a  resolution  to  that  effect,  passed  by  the  Board  of 
Directors  of  said   Company. 


President. 


No.  40. 


$30. 


On  the  first  day  of  March, 
A.  D.,  1920 

at  the 

Union  Trusi  Co., 

Adrian,  Mich. 

The  Michigan  Street  Rail- 
way Co.  of  Adrian  will  pay 
the  bearer  Thirty  Dollars,  be- 
ing six  months'  interest  due 
on  that  day  upon  that  bond. 

/  'resident 


$30. 

>f   Sept- 


No.  39. 

On   the   first   day- 
ember,  A.  I).,  1919 


at  the 
Union  Trust  Co., 

Adrian,  Mich. 

The  Michigan  Street  Rail- 
way Co.  of  Adrian  will  pay 
the  bearer  Thirty  Dollars,  be- 
ing six  months'  interest  due 
on  that  day  upon  that  bond. 


No.  38. 


$30. 


<  )n  the  first  day  of  March, 
A.   D.,  1919 

at  the 

Union  Trust  Co., 

Adrian,  Mini. 

The  Michigan  Street  Rail- 
way Co.  of  Adrian  will  pay 
the  bearer  Thirty  J  dollars,  be- 
ing six  months'  interest  due 
on   that  day  upon  that  bond. 


See  also  under  the  headings  of  Coupon  Bonds 
Deferred  Bonds.  Guarantee  Bonds,  Mortgage  Bonds 
Registered  Bonds,  Bottomry  Bonds. 

44.     BOUGHT  INVOICE  BOOK.— A  purchase  record. 


Debenture    Bonds, 
.Municipal    Bonds, 
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45.  BY. — A  word  prefixed  to  entries  on  ledger  accounts  to  indicate 
that  they  are  credits,  as  opposed  to  the  word  "to,"  which  indicates  debits. 

On  the  other  hand,  in  a  journal,  the  prefix  "to"  indicates  credits,  the 
word  "by"  not  being  used. 

These  prefixes,  however,  are  not  used  by  modern  accountants  either  in 
ledger  or  journal,  the  arrangement  of  the  debit  and  credit  columns  being 
all  that  is  necessary  to  indicate  the  description  of  entries. 

46.  CAPITAL. — The  liability  of  a  business  for  value  invested  by 
the  proprietors  or  stockholders. 

The  surplus  of  assets  over  liabilities. 

The  nominal  or  authorized  capital  of  a  corporation  is  the  amount  speci- 
fied in  its  articles  of  incorporation. 

The  capital  of  a  corporation  is  for  statistical  purposes,  generally  under- 
stood to  mean  the  sum  invested  to  carry  on  the  business. 

The  consideration  of  capital  as  applied  to  mercantile  operations  can 
be  divided  among  the  following  three  heads : 

1.  Capital  of  an  individual. 

2.  Capital  of  a  partnership. 

3.  Capital  of  a  corporation. 

When  an  individual  is  sole  proprietor  of  a  business,  he  usually  carries 
the  capital  account  in  his  own  name.  All  debits  and  credits  from  profit  and 
loss  go  direct  to  his  account,  and  in  many  businesses  the  profit  and  loss 
account  is  merged  in  the  account  of  the  proprietor,  and  has  no  separate 
existence.  In  such  cases  the  net  gains  or  losses  for  the  current  year  are 
shown  by  the  increase  or  decrease  of  the  balance  of  the  proprietor's  account. 

In  the  case  of  a  partnership  the  profit  and  loss  account  must  be  kept 
separate  in  order  to  determine  the  proportion  of  profit  and  loss  divisible 
among  the  partners.  Here,  again,  however,  it  is  quite  usual  for  the  capital 
to  be  carried  as  separate  credits  to  the  partners  in  proportion  to  their  respec- 
tive interests,  and  not  as.  a  "capital"  account. 

The  capital  stock  account  of  a  corporation  sometimes  consists  of  the 
amount  of  paid-up  stock,  but  more  frequently  of  the  amount  subscribed  or 
intended  to  be  subscribed  for  stock. 

Capital  is  divided  into  two  classes — fixed  capital  and  circulating  capital. 

Fixed  capital  is  represented  by  fixed  assets,  such  as  real  estate,  build- 
ings, machinery,  road-bed,  rolling  stock,  construction,  etc..  used  for  the 
production  of  that  which  the  business  has  been  organized  to  sell. 

Circulating  capital  is  represented  by  manufactured  products,  complete 
or  incomplete,  merchandise,  cash,  or  any  property  purchased  to  sell  again. 

Working  Capital. — The  amount  available  for  carrying  on  a  business 
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— i.  e.,  for  purchase  of  stock  or  material,  payment  of  wages  and  salaries, 
etc.  When  the  amount  available  in  the  ordinary  course  of  business  is  insuf- 
ficient for  its  requirements,  various  methods  of  increasing  working  capital 
are  resorted  to,  such  as 

(a)  Capital  stock  sold  by  stockholders  to  raise  cash. 

(b)  Part  of  purchase  money  of  business  allowed  to  remain  unpaid. 

(c)  Loans  from  bank  or  other  parties. 

(d)  Proceeds  of  accommodation  notes. 

(e)  Proceeds  of  sale  of  bonds. 

(f)  Assessment  on  stockholders. 

47.  CAPITAL  EXPENDITURE.— An  expenditure  for  the  purpose 
of  acquiring  fixed  assets. 

48.  CAPITAL  RECEIPTS. — Receipts  from  the  purchasers  of  cap- 
ital stock  or  from  the  sale  of  capital  assets.  Receipts  from  bonds  or  deben- 
tures sold  to  acquire  working  capital  or  proceeds  of  loans  used  as  working 
capital.     Cash  received  from  investment  of  surplus  in  outside  investments. 

49.  CASH  ACCOL'XT. — An  account  kept  in  the  ledger,  to  which  is 
debited  at  the  end  of  each  month  the  balance  of  cash  on  hand  as  shown  in 
the  cash  book. 
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50.  CASH  BOOK. — A  detailed  ledger  account  with  cash  kept  in  a 
separate  book  for  convenience,  only  the  balance  being  entered  in  the  ledger 
as  explained  under  the  heading  of  Cash  Account. 

Cash  receipts  are  entered  on  the  debit  side  of  the  account  just  as  they 
would  be  if  posted  to  a  ledger  account,  the  various  entries  being  credited  t<> 
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A    LUMBER   CASH    BOOK. 


the  accounts  of  those  from  whom  the  cash  is  received.     Posting  is  made 
direct  from  the  debit  side  of  the  cash  to  the  credit  side  of  the  ledger. 

In  like  manner  the  entries  on  the  credit  side  of  cash  are  debits  to  those 
to  whom  cash  is  paid,  and  are  posted  to  the  debit  side  of  the  ledger  from 
the  credit  side  of  the  cash  book. 

C,A£>M  &A/D 
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A  DEPARTMENT  STORE  CASH  BOOK. 


Thus,  the  cash  book  balance  is  the  same  as  the  balance  of  a  ledger 
account  with  cash,  if  one  had  been  carried,  while  the  debits  and  credits  to 
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cash  are  automatically  offset  by  the  credits  to  those  from  whom  cash  has 
been  received,  and  the  debits  to  those  to  whom  cash  has  been  paid. 

51.  CASH  DISCOUNT. — An  allowance  or  rebate  made  in  consid- 
eration of  a  debt  being  liquidated  before  due  date. 

Discount  allowed  columns  on  a  cash  book  are  placed  on  the  debit  side 
in  order  to  credit  the  full  amount  to  customer  by  posting  both  items  to 
customer's  account  in  the  ledger.  The  total  of  deduction  column  being 
debited  to  proper  ledger  account  at  end  of  month. 

The  use  of  separate  discount  columns  in  the  cash  book  has  become  so 
common  in  all  kinds  of  business  that  it  is  somewhat  disquieting  to  find  that 
in  some  cases  they  are  subject  to  manipulation  without  detection. 

There  are  several  methods  of  treating  customers'  deductions  of  cash 
discounts,  viz.  : 

(a)  Make  two  credits  to  the  customer  in  the  "sundries"  column, 
entering  actual  cash  received  in  a  cash  column  to  facilitate  balancing.  This 
involves  two  postings  and  a  duplication. 

(b)  Provide  separate  columns  for  discounts  on  credit  side  of  cash 
book,  entering  gross  credits  on  cash  received  side. 

This  is  inconvenient  for  reference  and  usually  involves  entering  cus- 
tomer's name  on  both  sides  of  cash  book. 

(c)  Provide  separate  discount  column  in  front  of  accounts  receiv- 
able column.     Enter  net  remittance.     This  involves  two  postings. 

(d)  Provide  separate  discount  column  as  in  (c).  Enter  gross  remit- 
tance.    One  posting  only  to  customer's  account. 

In  (c)  and  id)  the  amounts  in  the  discount  column  are  carried  as  a 
memorandum  until  end  of  month  (being  deducted  from  total  receipts  each 
day  in  the  latter  case  in  order  to  balance  cash)  when  the  total  is  entered  on 
the  credit  side  of  cash  book  and  posted  to  Discount  account. 

In  methods  (b)  and  (d)  it  will  be  noted  that  the  gross  amount  of  bill 
is  credited  to  customer's  account,  so  that  in  a  large  business  the  cashier 
enters  up  his  remittances  and  discounts  and  then  hands  the  cash  hook  to  the 
hook-keeper  to  post.  The  latter  does  his  posting,  at  the  same  time  "scan- 
ning" the  deductions,  and  the  hook  goes  back  to  the  cashier,  after  which 
the  latter  may  add  a  few  dollar  items  to  the  discount  column  and  take  the 
amount  out  of  the  cash. 

It  is  customary  in  these  days  to  prove  each  ledger  separately  with  a 
controlling  account  in  the  "general"  or  "private"  ledger.  The  controlling 
account  in  methods  (b)  and  (d)  would  show  thus: 
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SALES  LEDGER.     A  to  K. 
Dr.  Cr. 

$83,796  •">() Balance  down. 

i  7,352  95 February   sales. 

Cash     $16,750  90 

J  i  iiirnal     1,596  40 

Balance     $82,802  15 

In  method  (c)  the  controlling- account  would  show  thus: 

SAFES   LEDGER.     A  to  K. 
Dr.  Cr. 

$83,796  .">o Balance  down. 

17,352  '.».") February   sales. 

Cash     $16,430  90 

Discount     320  00 

Journal     l-,«96  40 

Balance     $S2,802  15 

In  the  latter  case  the  auditor  would  foot  the  accounts  receivable  column 
in  the  cash  book  and  check  the  posting  to  the  controlling  account.  He 
would  also  check  the  footing  of  the  discount  column  and  check  it  with  the 
posting  to  the  controlling  account.  Then  he  would  foot  the. balances  on 
the  customers'  ledger  and  the  cashier's  peculations  would  promptly  be 
discovered  and  traced  to  the  discounts. 

In  the  former  case  the  auditor  would  prove  the  accuracy  of  the  post- 
ings to  the  controlling  account  as  before.  He  would  then  foot  the  balances 
on  customer's  ledger,  and  finding  that  the  total  agreed  with  the  balance  of 
the  controlling  account  he  would  pass  on.  Next  he  would  foot  the  discount 
column  in  the  cash  book,  and  finding  that  it  agreed  with  the  total  debited  to 
Discount  account,  would  pass  on. 

The  only  apparent  way  to  discover  the  defalcation  would  be  to  com- 
pare the  customers'  remittance  letters  with  the  entries  in  the  cash  book — 
a  task  of  herculean  proportions. 

The  moral  of  this  appears  to  be  that  discounts  should  be  posted  sep- 
arately and  constitute  an  item  in  the  controlling  account  and — further — ■ 
that  it  may  not  always  pay  to  make  one  posting  instead  of  two. 

Also  see  special  article. 

Discounts  deducted  from  Accounts  Payable  are  treated  in  a  similar 
manner.     For  illustration  see  cash  book. 

52.  CASH  JOURNAL. — A  book  of  record  combining  the  features 
of  cash  book  and  journal.  A  cash-journal  is  so  arranged  as  to  embrace  both 
cash  receipts  and  expenditures,  and  all  cross,  adjusting,  closing,  or  other 
entries  for  which  an  ordinary  journal  is  employed.  Any  form  of  journal 
can  be  changed  to  a  cash-journal  by  adding  two  cash  columns;  one  for  cash 
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receipts,  and  the  other  for  cash  expenditures.     These  two  columns  will  then 
show,  whenever  desired,  the  amount  of  cash  which  should  be  on  hand  and 
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at  bank.     By  the  addition  of  bank  columns  the  bank  balance  may  be  shown 
separately. 

Also  see  Model  Set  No.  2. 

53.  CERTIFICATE  OF  STOCK.— A  written  declaration  of  the 
issue  of  a  specified  number  of  shares  of  capital  stock  to  the  person  named 
therein. 

54.  CERTIFIED  CHECK.— A  check,  the  payment  of  the  amount 
therein  specified  on  presentation  being  guaranteed  by  a  bank,  when  it  is 
considered  the  equivalent  of  cash. 

55.  CHARGE. — Synonymous  with  debit. 

56.  EIXED  CHARGES. — Those  charges  on  account  of  expenses 
which  occur  regularly  at  periodical  intervals,  such  as  rent,  taxes,  interest 
on  funded  debt,  etc. 

57.  CHART. — A  graphical  classification  of  the  forms  of  a  business 
exhibiting  clearly  the  various  departmental  subdivisions  and  their  proper 
distribution. 

58.  CHECK. — An  unconditional  order  in  writing  requiring  a  bank  to 
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Chart  of  a  Savings  and  Loan  Association 


Investment  Section. 


Loaning   Section..., .... 


2  -i 
u 


Administrative  Section.. 


Agents 


Office. 


Agents 


Office . 


Secretary. 


Treasurer 


f  Application. 

Report. 
I    Collection   Report. 


Application. 
Certificate  Prepaid. 

"  Installment. 

"  Record. 


Application  (or  Loan. 

Confidential  Report. 

Local  Attorneys  Certificate. 

Mortgage  Record. 
Tax  Record. 

Tax  List  (for  information). 
„  Insurance  Expirations  (Cards). 


Vouc 

Vouc 
Cash 


her  "Receipt." 

her  "Disbursements." 

—Journal. 

Investing  Stockholder 

Borrowing         " 

Prepaid 

Real   Estate. 

Real  Estate  Contract. 

General. 


Card 
System. 
Loose  Leaf 
System. 


Trial  Balance. 

Report  of  Receipts  and  Deductions 

Report  of  Vouchers. 

Cash  Book. 
Daily  Cash  Report. 
Check. 

Treasurer's  Report. 
L  Reconciliation  Statement. 


pay  a  specified  sum  of  money  to,  or  to  the  order  of,  a  specified  person  or  per- 
sons.    A  bill  of  exchange,  drawn  on  a  bank,  payable  on  demand. 

59.  CHECK  MARK. — A  symbol  used  to  indicate  that  the  item  to 
which  it  relates  has  been  posted.  This  symbol  is  always  used  where  the 
folios  of  ledger  accounts  are  first  entered  from  an  index  in  the  folio  column, 
the  object  being  to  save  time  in  recording  all  the  folios  at  the  same  time 
instead  of  referring  to  the  index  as  posting  is  made  to  each  account. 

60.  CHECK  REGISTER.— A  bank  cash  book  used  exclusively  to 
record  daily  deposits  and  withdrawals. 
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Tf  payments  by  check  arc  posted  direct  from  a  check  register,  daily 
totals  of  the  checks  will  be  entered  in  the  cash  book,  instead  of  the  items, 
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Chart  of  a  Telephone  Company 


Assets - 


Balance  Sheet. ..    -{ 


Liabilities. 


Expenses. 


Profit  and  Loss..    -J 


f    Cash  and  Bank  (distributed). 

I      Subscribers  .Accounts    (.distn- 
irii.-p  buted). 

•AC         |     Sundrv  Debtors 

Material  and  Supplies. 

f     Real  Estate 
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struction. 
Investments. 
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f    Accounts  Pavable. 
Bills  Payable. 

Floating ....    -i      Dividends  (declared  and  unpaid) 
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f     Taxes. 
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General -      Postage,  Printing  and  Stationery 

Taxes. 

Legal. 

(_     Incidental. 

(     Salaries  and  Wages. 

Operating <     Rent,  Light  and  Heat. 

(      Incidental. 

f    Salaries  and  Wages. 
Rent.  Light  and  Heat. 
Material. 
Traveling. 

Maintenance -,      <j0ntl«it.   Pole  and  Roo!    Rent. 

Insurance. 

Damage  and  Compensation. 

Incidental. 


Revenue, 


Rental  and  Royalty. 
Private  Line  Expense. 
Messenger  Expense. 
Sundry 1      Real  Estate  Expense. 

Interest. 
I    Miscellaneous  Expense. 

{     Rentals    (distributed). 

iting \     Toll  Lines 

(      Piivate  Wires  " 

f    Messenger  Service  I 

From  other  Real  Estate. 

Sources Investments. 

Miscellaneous. 
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for  the  purpose  of  showing  the  correct  balance  on  hand  at  the  close  of  each 
clay's  business. 

When  checks  arc  posted  direct  from  the  check  register,  a  cash  book 
becomes  simply  a  record  of  cash  receipts,  and  perhaps  petty  cash  payments, 
unless  a  separate  petty  cash  book  is  kept.  The  cash  book  can  be  kept  in 
balance  by  entering  on  the  credit  side  of  the  cash  book  each  day  the  total 
deposits.  The  balance  of  the  cash  book  will  then  represent  the  actual  cash 
in  the  drawer.      See  special  article. 

61.  CHECKING    SYSTEM.— See    special    article. 

62.  CLASSIFICATION  OF  ACCOUNTS.— See  "Balance  Sheet" 
and  "Chart."  The  following  is  an  illustration  of  the  classification  used  in 
the  accounts  of  an  electric  light  company: 

CLASSIFICATION    OF   INCOME. 

Municipal  light — Incandescent  and  arc. 
Commercial  light — Incandescent  and  arc. 
Rentals. 
Miscellaneous  receipts. 

[Note. — No  general  headings  are  made  for  arc  and  incandescent  lighting,  as 
many  companies  connect  both  incandescent  and  arc  lamps  on  the  same  meter,  thus 
rendering  such   separation  impossible.] 

A.     Organization. 

I!.      Royalties,  franchise  and   license. 

C.  Real  estate  and  buildings. 

D.  Water  power  plant. 

E.  Steam  plant. 

F.  Electrical   generating  plant. 

G.  Sub-station    installation. 

Municipal  power  service. 

Commercial    power    service. 

Railway  service. 

Merchandise  sales  and  job  work   (net  profits). 

H.  Street   and    service    installation    (overhead). 

I.  Street  and   service   installation    (under  ground). 

J.  Arc   light   installation. 

K.  Meter,    appliances   and    transformer   installation. 

L.  Tools   and    instrument-,. 

.M.  Office  furniture  and  fixtures. 

Account  A,  includes  all  expenses  incurred  in  effecting  organization 
with  such  legal  expenses  as  are  directly  incurred  by  reason  of  the  organ- 
ization. 

Account  B,  includes  all  royalties,  licenses  and  amounts  represented  or 
paid  in  connection  with  franchises. 
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Account  C,  includes  all  lands,  buildings,  fences,  wharves,  docks,  cranes, 
elevators  and  such  other  investments  as  may  properly  be  considered  part  of 
the  building  and  plant. 

Account  D,  all  dams,  canals,  tail  races,  penstocks,  headgates,  water 
wheels,  wheel  gates,  governors,  etc. 

Account  E,  (a)  Boilers  with  settings  and  stacks  removable  without 
injury  to  the  buildings,  (b)  Engines  and  settings,  (c)  Pumps,  heaters. 
condensers,  tanks,  piping,  belting,  conveyors,  economizers,  etc. 

Account  F,  dynamos,  switch-boards,  instruments  and  all  equipment 
and  wiring  of  generating  stations. 

Account  G.  storage  batteries,  transformers,  water  generators,  convert- 
ers, regulators,  switch-boards  and  all  equipments  of  the  sub-station  plant. 

Account  H,  poles,  wires,  cross-arms,  mast-arms  and  all  expenses  con- 
nected with  overhead  service. 

Account  I.  conduits,  cables,  conductors,  manholes,  junction  boxes  and 
everything  connected  with  underground  mains  or  service. 

Account  J,  actual  cost  of  arc  lamps,  globes,  nets,  arresters,  tools,  rods, 
etc.  (but  no  labor). 

Account  K,  actual  cost  of  meters,  transformers,  appliances,  etc..  on  out- 
side lines  (but  no  labor). 

Account  L.  tools  for  engine  and  boiler  rooms,  meter,  arc  lamp  and 
other  repair  tools,  linemen's  tools,  tools  for  maintenance  of  dams,  portable 
testing  instruments  (tools  bought  to  replace  worn  out  implements  or  instru- 
ments should  be  charged  the  proper  maintenance  account). 

Account  M,  desks,  riles,  typewriters  and  such  other  equipment  as  may- 
be considered  furniture  or  fixtures  of  the  general  office. 

LIST    OF    EXPEXSE   ACCOUNTS. 
COST    OF    DISTRIBUTION. 

Xo  1 — Should  be  charged  to  wages  of  engineers,  firemen,  attendants, 
oilers,  wheeling  and  handling  of  ashes,  watchmen,  wages  of  all  kinds  of 
work  that  has  to  do  with  manufacture. 

Xo.  2 — Should  be  charged  with  cost  of  fuel,  including  freight,  hauling, 
loading,  unloading,  etc. 

No.  3 — Charge  cost  of  water  used  in  boilers  and  condensers — but  not 
water  power  purchased. 

Xo.  4 — Charge  all  oils,  greases,  graphite  and  waste  used  in  the  station, 
but  not  oil  for  lanterns  or  for  wagons,  etc. 

Xo.  5 — Charge  all  expenditures  for  operation  of  power  plant  not  other- 
wise provided  for. 
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No.  «'» — All  expenditures  for  power  purchased  from  other  companies 
or  plants. 

Xo.  7 — Reserved  for  future  development. 

No.  8 — All  repairs  to  boilers,  foundations,  grates,  stokers,  flues,  stacks, 
valves,  cocks,  etc.  (where  the  stacks  are  of  brick  repairs  should  be  charged 
t.>  maintenance  of  buildings  and  fixtures). 

Xo.  9 — Charge  all  repairs  to  engines,  foundations,  or  replacement  of 
worn  out  or  destroyed  parts. 

Xo.  10 — Charge  repairs  to  dynamos,  armatures,  fields,  commutators, 
rheostats,  switch  boards  and  instruments,  repairs  to  motors,  and  all  wiring 
in  the  station. 

Xo.  11 — Charge  repairs  to  condensers,  pumps,  injectors,  heaters,  econ- 
omizers, hot  wells,  piping,  tanks,  tools  and  instruments,  conveyors,  belting. 
shafting,  pulleys,  scales,  etc. 

Xo.  12 — Charge  repairs  to  station  or  power  plant  buildings,  fences, 
wharves,  docks,  cranes,  elevators,  sidewalks,  pavements,  plumbing,  etc.,  etc. 

No.  13 — Charge  repairs  to  dams,  canals,  etc.,  repairing  embankments, 
removing  obstructions,  and  maintenance  of  boats  for  care  of  dams. 

Xo.  14 — Charge  repairs  to  wheels,  gates  and  governors,  penstocks, 
etc..  and  connections  with  governors  up  to  the  line  shaft. 

Xo.   15 — Reserved  for  future  developments. 

No.  10 — All  wages  and  expenses  of  trimmers,  patrols,  inspectors,  inner 
and  outer  globes,  carbons,  cleaning,  and  cost  of  installing,  removing,  or 
exchanging  arc  lamps. 

Xo.  17 — Cost  of  reading,  installing,  removing  and  exchanging  meters 
with  wages  and  expenses  incidental  to  inspection  of  same. 

Xo.  18 — Cost  of  all  first  free  installations  and  all  renewals  of  incan- 
descent lamps  with  testing  and  cleaning  expenses  of  same. 

No.  10 — Cost  of  all  labor  and  material  for  the  operating  of  storage 
batteries,  static  or  rotary  transformers  or  motor  generator  sub-stations. 

Xo.  20 — Cost  of  all  horses,  wagons,  harness,  feed  of  horses  and  shoe- 
ing, wages  of  stablemen,  repairs  to  wragons,  harness,  automobiles,  bicycles, 
etc.,  and  the  rental  of  poles,  lines  or  conduits. 

Xo.  21 — Reserved  for  future  development. 

Xo.  22 — Cost  of  labor  and  material  for  maintaining  and  repairing 
manholes,  bales,  feeders  and  mains,  and  services  in  connection  with  same. 

Xo.  23 — Charge  all  labor  and  material  for  repairing  and  maintaining 
poles,  cross-arms,  mast-arms,  arc  suspensions,  brackets,  insulators,  pins, 
transformers,  wire,  arrestors,  fuses,  etc..  outside  of  station. 
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No.  24 — Cost  of  all  repairs  and  replacements,  and  repair  parts  in  con- 
nection with  arc  lamps. 

No.  25 — Cost  of  all  repairs,  renewals,  replacements,  and  incidental 
expenses  for  the  proper  operation  of  the  mechanical  work  connected  with 
meters. 

No.  20 — Cost  of  small  renewals,  service,  or  connection  made  on 
premises  of  a  customer,  either  material  or  labor,  such  as  are  not  chargeable 
to  the  customer,  and  all  expenses  from  transformer  or  end  of  main  line 
service,  which  should  not  be  charged  investment  account. 

No.  27 — Cost  of  repairs  and  small  renewals  made  on  sub-station  build- 
ing or  apparatus,  batteries,  rotaries,  transformers,  regulators,  motor-gen- 
erators, etc.,  etc. 

No.  28 — Reserved  for  future  development. 

No.  29 — Salaries  of  president,  treasurer,  secretary,  auditor,  manager, 
superintendent,  purchasing  agent,  and  officers  whose  jurisdiction  extends 
over  the  entire  system. 

No.  oO — Salaries  of  book-keeper,  cashier,  clerks,  stenographers,  pav- 
masters,  collectors  and  such. 

No.  31 — Cost  of  printing,  stationery,  and  supplies  not  otherwise  pro- 
vided for.  Charge  No.  35  with  printing  legal  papers  and  No.  33  with 
signs,  posters,  etc. 

Xo.  32 — All  salaries  and  expenses  in  connection  with  store-room,  col- 
lection of  scrap  material  and  sending  of  supplies  from  one  store-room  to 
another. 

Xo.  33 — Cost  of  every  description  of  advertising,  salaries  of  agents, 
canvassers  and  solicitors  and  all  expenses  for  procurement  of  business. 

No.  34 — Cost  of  office  supplies,  repairs  and  renewal  of  office  furniture, 
wages  of  janitor,  messengers  or  porters,  cost  of  public  telephone  or  telegraph 
service  maintenance  and  operation  of  private  wires  for  same,  subscriptions, 
donations,  traveling  expense  of  officers  and  others  connected  with  general 
i  'ffice,  and  all  other  expenses  not  otherwise  provided  for. 

The  cost  of  printing  and  stationery  supplies,  except  as  otherwise  pro- 
vided, are  chargeable  to  No.  31. 

No.  35 — Salaries  and  expenses  of  attorneys,  fees,  court  costs,  expendi- 
tures on  account  of  property  damaged,  persons  killed  or  injured,  medical 
and  surgical  fees  and  supplies,  salaries  of  agents,  adjusters,  investigators, 
witness   fees,   funeral  expenses,   etc.,  etc. 

No.   36— All  rent  paid. 

No.  37 — Fire,  accident,  boiler,  and  employes'  insurance. 

No.  38 — Taxes  on  real  estate  and  personal  property. 
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63.  CLOSING  ENTRIES. — Those  entries  which  are  made  at  peri- 
odical intervals  when  it  is  desired  to  ascertain  the  net  results  of  business 
transactions,  manufacturing  cost  and  expenses  being  closed  into  a  Trading 
account,  and  thence  to  the  Profit  and  Loss  account ;  general  expenses  being 
closed  direct  into  Profit  and  Loss  account. 

(For  illustration  see  examples  of  Trading  and  Profit  and  Loss  accounts 
in  model  sets). 

64.  COLLATERALS.— Security  given  to  protect  an  obligation— 
thus  a  deed  of  real  estate  might  be  given  to  secure  the  repayment  of  a  loan. 

65.  COLLECTION  AND  EXCHANGE.— A  charge  made  by  banks 
or  collection  agencies  for  collecting  notes  or  drafts,  or  clearing  country  or 
foreign  checks.     Usually  incorporated  with  Interest  and  Discount  account. 

66.  COLUMNAR  ACCOUNT  BOOKS.— Account  books,  such  as 
cash  book,  journal,  voucher  register,  etc.,  provided  with  separate  columns 
for  various  accounts,  so  that  the  totals  only  of  such  columns  are  posted 
once  a  month  instead  of  each  item  in  detail,  thus  saving  a  considerable 
amount  of  labor. 
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67.     COMMISSION. — A  percentage  charged   for   services  rendered 
in  the  selling  of  merchandise  or  disposition  of  salable  values  of  any  kind. 

AGE.N~ns      <SALES     DECOPD 


Date  of   I      i-^w  •   i- 


QmsrjtrK 


7\; 


+ 1  Date  of 
Ar^ourf  pepot,f 


Quo.r?"tiT' 


A  1    A«5en+a 

Amount      -c 


68.  COMMISSION  ACCOUNT.— An  account  in  the  ledger  repre- 
senting commission  paid  or  earned. 

69.  COMPARATIVE  STATEMENT.— In  a  manufacturing  busi- 
ness exhibits 

Details  of  Cost  of  Product. 
Manufacturing  Expense. 
Indirect  Expense. 

Sales  of  Product. 

COMPARATIVE  STATEMENT   OF  A  RAILROAD  COMPANY. 
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Inventor}-. 
Gross  Profit. 
General  Expense. 
Administrative  Expense. 

Net  Profit. 

In  this  way  data  may  be  obtained  as  to  increase  or  decrease  of  any 
item  and  the  causes  therefor. 
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In  a  business  dealing  with  manufactured  products  only,  the  compara- 
tive statement  will  exhibit  the 

Purchases. 

Freight. 

Amount  of   Sales. 

Gross  Profit. 

General   Expense. 

Administrative  Expense. 

Net  Profit. 

70.  CONDITIONAL  ENDORSEMENTS  (OF  NOTES, 
CHECKS,  ETC.) — An  endorsement  which  specifies  some  condition  which 
must  be  fulfilled  .prior  to  payment  being"  made. 

71.  CONSIGNMENT  ACCOUNT.— An  account  representing  goods 
furnished  to  an  agent  for  sale  on  commission,  the  ownership  of  unsold  goods 
remaining  in  the  consignor. 

72.  CONSIGNMENT  RECORD.— A  memorandum  account  of 
goods  consigned  for  sale  on  commission. 

WHOLESALE    FRUIT    BUSINESS. 
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73.  CONSTRUCTION  ACCOUNT.— An  asset  account,  to  which 
is  debited  the  cost  of  sinking  main  shafts  in  a  mine,  building,  railroad  equip- 
ments, shafting,  derricks,  etc. 

74.  CONTINGENT    ASSETS    AND    LIABILITIES.— Resources 

or  liabilities  dependent  upon  the  fulfillment  of  some  condition. 

Thus,  bills  discounted  are  contingent  liabilities  until  they  have  been 
paid  by  the  acceptors  or  makers. 

75.  CONTINGENT  FUND.— A  fund  set  aside  to  provide  for  some 
anticipated  expense  or  depreciation ;  a  reserve  fund. 

76.  CONTROLLING  ACCOUNT.— An  account  in  the  general  or 
private  ledger,  which  represents  in  that  ledger  the  accounts  and  aggregate 
balances  of  the  accounts  kept  in  another  ledger,  the  data  being  obtained  by 
providing  separate  columns  in  cash  book  and  journal,  or  departmental 
charge,  or  credit  book,  and  posting  the  totals  of  these  columns  to  the  Con- 
trolling account. 

An  account  which  exhibits  a  summary  of  the  contents  of  a  ledger. 
Thus  a  Sales  Ledger  account  is  an  account  exhibiting  a  summary  of  the 
transactions  recorded   in   a   sales  ledger. 

The  debits  represent  the  total  of  the  sales  book  for  the  month,  the 
items  of  which  have  been  posted  to  the  debit  of  the  customers'  accounts  in 
tlic  sales  or  customers'  ledger.  The  credits  represent  the  total  paid  by 
customers  on  their  accounts  for  the  month  derived  from  the  cash  book,  and 
the  total  of  allowances  and  returns,  etc..  derived  from  the  journal,  the  items 
of  which  amounts  have  been  posted  from  the  cash  book  and  journal  to  the 
credit  of  the  customers'  accounts  in  the  sales  and  customers'  ledger. 

Such  accounts  may  be  kept  with  great  advantage  where  a  number  of 
traveling  salesmen  are  employed,  each  having  a  certain  territory.  In  this 
case  the  sales  ledgers  should  be  subdivided,  so  many  pages  being  allotted 
to  the  customers  of  each  salesman.  Separate  columns  should  be  provided 
in  sales  book,  cash  book  and  cross-entry  journal  for  each  section,  and  a 
representative,  or  adjustment  account  opened  with  each  section  in  the 
general  ledger  to  which  the  totals  of  columns  in  sales  book,  cross-entry 
j<  mrnal,  and  cash  book  are  posted  at  the  close  of  each  m<  inth.  1  f  practicable. 
it  will  be  found  more  convenient  to  provide  a  separate  ledger  for  the  section 
covered  by  each  traveler,  and  the  loose  leaf  ledger  is  admirably  adapted 
for  this  purpose,  as  it  can  be  made  just  the  size  to  suit  the  number  of 
accounts  carried,  and  enlarged  and  diminished  at  will. 

Where  order  blanks  are  used  as  sales  sheets,  the  recapitulation  sheet 
should  be  provided  with  the  necessary  distribution  columns. 
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I  he  form  of  ledger  we  recommend  (where  exceptional  circumstances 

do  not  alter  cases)   would  contain  the  following  columns: 


1900 


Folio 


Debits 


Mo.  Debits 


Dr. 

Balance 


1900 


Folio 


Credits 


Mo.  Credits 


The  representative,  or  adjustment,  accounts  in  the  general  ledger  will 
at  the  close  of  each  month  show  as  follows: 


J.  F.  ROBINS  LEDGER 


1900 

Folio 

Debits 

Mo.  Debits 

Dr.      1 

Balance 

1900 

Folio 

Credits 

Mo.  Credits 

March  31. 

April  30— 

28 
160 

6,751  20 
129  60 

6,880  80 

7,846  19 
7,631  24 

April  30— 

Cash 

Journal 

100 

28 

5,967  80 
1,127  95 

7,095  75 

This  account,  you  will  note,  displays  the  total  husiness  of  J.  F. 
Robins,  salesman,  and  its  results,  and  it  can  be  made  still  more  useful  by  a 
little  more  itemizing.  Sales  can  he  kept  separate  from  cross-entries  on  the 
debit  side,  and  on  the  credit  side  returns  and  allowances  may  be  particu- 
larized. The  increase  of  "Monthly  Debits"  shows  an  increase  of  business, 
and  the  increasing  or  decreasing  "Debit  Balance"  shows  how  the  cus- 
tomers are  paying  their  accounts.  So  that  this  account  becomes  a  valuable 
comparative  statement  of  J.  F.  Robins'  business. 

In  taking  the  trial  balance  of  the  J.  F.  Robins  ledger,  draw  off  monthly 
debits,  monthly  credits  and  balances,  and  foot  all  three  columns.  Then  if 
the  total  of  the  individual  balances  does  not  amount  to  $?',f>:>1.24:,  you  can 
see  at  a  glance  whether  your  total  debits  posted  are  $6,880.20,  and  your  total 
credits  $7,095.75.  That  means  that  ninety-nine  times  out  of  a  hundred 
when  there  is  an  error  it  can  be  located  to  the  side  on  which  it  occurred, 
which  is  a  tremendous  advantage. 

The  principle  above  outlined  can  be  successfully  carried  out  in  any 
business  with  manifest  benefit.  In  enterprises  of  considerable  magnitude 
it  will  frequently  be  found  convenient  to  have  separate  cash  books,  sales 
books,  etc.,  as  the  use  of  columnar  books  in  such  cases  will  necessitate  books 
of  an  unwieldy  size. 

The  accounts  may  be  sectionalized  in  many  ways  as  may  be  found 
most  suitable  to  the  requirements  of  the  business.     Some  houses  sectionalize 
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77  78 


territorially,  as:  New  York  ledger,  Pennsylvania  ledger,  Ohio  ledger,  etc. 
etc.  Some  sectionalize  alphabetically,  A-F  ledger.  G-K  ledger.  L-R  ledger 
S-Z  ledger. 


Oo 

cTou^riS'' 

fcjpri'tnc 

S.ffxt. 

Qe-rxl 

Accts 

F§>ybl,= 

Citx 

Ei.o 

Date 

. 

. 

c/o  tv/oao  / 

c« 

f-Nla>rr\,se> 

loho 

LedcS 

Accfe    < 
feyble    L 

jenl   iMf^A 
_<sd^.|S.nkt 

/ 



A  very  frequent  sectionalization  is  by  departments,  as  Wholesale 
Ledger,  City:  Wholesale  Ledger,  Foreign:  Retail  Ledger,  etc.,  etc. 

77.  COPYRIGHT  ACCOUNT.— An  account  recording  the  cost  of 
copyrights  secured.  Usually  treated  as  a  passive  asset  on  account  of  the 
difficulty  of  determining  the  actual  value,  this  depending  very  much  on  the 
popularity  of  the  publication  copyrighted  and  the  length  of  time  the  copy- 
right has  to  run. 

78.  COST  MARKS. — Private  symbols  employed  by  merchants  to 
designate  the  selling  price  of  goods  for  the  exclusive  use  of  the  salesmen. 


1             2. 

o)  J  U 

5           4 

__   E 

5         (o        7        a        q 

□  E  E      r 

(2)    J       ~J 

E  U 

□  n  l  e  r 

(3)  J      U 

■ — 

d  e  ~i  n  r 

It   is  usual   to   select   symbols  or  characters   representing   the   nine   digit; 
and  a  cipher  so  that  every  combination  may  be  made.     (  See  illustration.) 
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Letters  are  also  frequently  employed,  taking  a  word  made  up  of  ten 
letters,  such  as  "importance."     By  such  a  plan  $4.25  will  be  represented 

by  O/AIR. 

79.  COUPON. — A  detachable  certificate  entitling  the  holder  to  pay- 
ment of  periodical  interest.  These  certificates  are  attached  to  bonds  or 
other  securities,  being  detachable  by  perforation.  (For  illustration  see 
Bond  J. 

80.  COUPON  BOND. — Bunds  which  are  attached  to  interest  cou- 
pons, said  coupons  being  detachable  for  the  purpose  of  presentation  for 
payment. 

81.  COST  ACCOUNTING.— (See  special  article). 

82.  CREDIT. — Credits  may  be  divided  into  the  following  headings : 
Personal — what    we    receive.      We   credit    for    goods    purchased,    for 

cash  received,  for  goods  returned  to  us,  for  allowances  made  by  us  on 
account  of  goods  returned  to  us,  etc. — Impersonal — We  credit  interest 
or  discount  in  respect  to  amounts  receivable  by  us;  we  credit  Expense 
account  with  reduction  of  outlay,  or  sale  of  supplies.  We  credit  Reserve 
account  with,  the  amount  of  reserve  debited  to  Profit  and  Loss  or  Surplus. — 
Statistical — We  credit  Sales  account  with  total  debits  to  customers ;  Ac- 
counts Payable  account  with  total  debits  to  Purchase  account  (this  being  a 
Controlling  account). — Profit  and  Loss — We  credit  this  account  with  all 
gains  or  revenue  receipts,  such  as  interest,  commission,  etc. 

83.  CREDIT  NOTE. — A  memorandum  authorizing  a  credit  journal 
entry  O.  K.'d  by  some  responsible  official  and  afterwards  used  as  a  voucher. 


Ie~> 

ca^jo/y 

T/czn^-r 

2- 

S.&-7 

/  0  2-^4 

Credit     >5lip    ts 

fi?ei<4HT    allowance  Ho  cou'al     M  ilw^L-iVSee 

Delivery      v3  \i\  p^       ^/i  o    /  \&oo 

■Z. 

1  o 

Appranv/P.ri 

MDS£,  F/E.BATE. 

CCA/.  £XP. 

O^LES    /=ie.-t. 

Tofe! 

C  n>  e.cr  iT  ' 

2. 

io 

84.  CROSS-ENTRY. — Generally,  any  entry  made  through  the  regu- 
lar double  entry  journal  (not  sales  nor  purchase).  Specifically,  an  entry 
made  through  the  journal  to  correct  an  error. 

85.  CUSTOMERS'  LEDGER.— A  ledger  in  which  accounts  of  cus- 
tomers are  exclusively  kept;  a  sales  ledger;  an  accounts  receivable  ledger. 
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86.  DAILY  SALES  ABSTRACT  OR  RECAPITULATION.— A 
form  used  in  many  businesses,  such  as  department  stores,  on  which  are 
summarized  the  departmental  sales  of  the  day,  the  recapitulation  being 
obtained  from  the  sales  tickets. 
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87.  DAY  BOOK.— A  journal  formerly  much  used,  in  which  orders 
received  were  copied.     Xow  practically  obsolete. 

88.  DEAD  ACCOUNT. — An  account  that  has  been  closed. 

89.  DEBENTURE.— A  bond.     (See  Bonds.) 

90.  DEBIT. — A  term  used  to  describe  assets,  expenses,  negatives 
and  losses;  amounts  posted  to  the  left  hand  side  of  ledger  accounts.  Debits 
are  represented  by  accounts  exhibiting  (a)  values  on  hand,  (b)  values 
parted  with  or  transferred,  (c)  items  being  deductions  from  credits  and 
(d)  regular  expense  accounts.  Debits  also  cover  (e)  interchangeable  trans- 
actions where  no  value  is  affected  but  where  one  department  is  debited  and 
another  department  credited  with  the  same  amount. 

As  illustrations  of  these  different  classes  of  debits  we  submit  the  fol- 
lowing examples : 

(a)  Machinery,   Buildings,   Fixtures,   Horses  and  Wagons. 

(b)  Merchandise,   Accounts  Receivable,   Notes   Receivable. 

(c)  Rebates.  Allowance-.  Treasury  Stock. 

(ci)     Freight  and    Express,   Stationery.   Salaries. 
(e)     Debit  Department  A 

Credit  Wages  Acc<  unt. 

Proportion  of  Salaries. 

91.  DEBIT  XOTE. — A  memorandum  authorizing  a  debit  journal 
entry  O.  K.'d  by  souk-  responsible  official  and  afterwards  used  as  a  voucher. 
For  style  of  debit  note-,  see  "Credit  Note." 
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92.  DEFERRED  BONDS.— Bonds,  the  redemption  of  which  is  con- 
tingent on  the  realization  of  some  condition  or  future  eventuality. 

93.  DEFERRED  STOCK. — Stock  on  which  dividends  are  contin- 
gent on  the  prior  payment  of  a  dividend  of  a  specified  amount  on  common 
stock. 

94.  DELINQUENT  STOCK. — Stock  subscribed  but  cancelled  on 
account  of  unpaid  subscriptions  or  assessments. 

95.  DELIVERY  RECEIPT.— A  receipt  for  goods  delivered.  In 
most  business  houses  the  bill  to  the  customer,  order  to  shipping  room,  and 
delivery  receipt  for  teamster  are  made  at  one  writing  by  the  duplicate  carbon 
process. 

96.  DEMAND  NOTE. — An  acceptance  or  promissory  note  payable 
on  demand. 

97.  DEPARTMENT  ACCOUNT.— A  system  of  accounting  by 
which  the  profits  made  or  losses  sustained  by  each  department  of  a  busi- 
ness may  be  easily  ascertained.     (See  special  article.) 

98.  DEPRECIATION.— The  reduction  in  value  of  real  estate, 
buildings,  machinery,  etc.,  used  in  manufacturing,  and  caused  by  wear  and 
tear,  decay,  accident,  or  similar  causes.  Depreciation  is  a  charge  against 
Profit  and  Loss,  and  is  written  off  either  by  a  fixed  proportion  of  the  original 
value  or  a  fixed  percentage  on  reducing  balances.  Depreciation  is  frequently 
provided  for  by  means  of  a  reserve,  certain  amounts  being  transferred 
yearly  from  the  Profit  and  Loss  account  to  the  reserve  accounts,  these 
accounts  being  debited  when  cash  is  paid  out  for  renewals  or  replacements. 
The  appended  chart  will  show  how  extensively  this  reserve  method  is  used 
by  large  corporations. 

We  append  a  list  of  rates  of  depreciation  generally  used  according  to 

a  recent  authority. 

Factory    Buildings    2]/2  to     ~>  per  cent. 

Engines  and  Boilers  when  treated  together. 4       to     "i1/?  per  cent. 

Boilers    separately     7]/2  to  10  per  cent. 

Machinery     5       to  10  per  cent. 

Furniture    and    Fixtures 7       to  V2l/2  percent. 

Rolling    Stock     5       to  10  per  cent. 

Rails    2l/2  to     .">  per  cent. 

Cars     5       to  1 0  per  cent. 

Patterns 20       to  30  percent. 

Residential     Property     Nil       to     2 ;X  per  cent. 

The  above  rates  are  calculated  on  diminishing  values. 

Fixed  Plant,  such  as  blast  furnace,  chemical  plant,  etc.  Divide  by  number  of  years 
on  assumed  life  of  business. 

Designs,  50  per  cent,  first  year  of  use;  30  per  cent,  second  year  of  use;  20  per  cent, 
third  year  of  use. 

Patents,  etc.,  divide  by  number  of  years  of  life,  but  dependent  on  special  conditions. 
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99.  DISCOUNT. —  (a)  A  deduction  or  rebate  from  the  principal 
i  »n  account  of  anticipated  payment.  For  particulars  as  to  treatment  of  cash 
discount,  see  special  article. 

(b)  The  regular  discount  allowed  by  manufacturers  to  wholesale 
houses,  or  by  wholesale  houses  to  retailers  and  jobbers  called  "Trade  Dis- 
count." 

100. — DIVIDEND. — The  distribution  of  net ,  profit  to  partners  or 
stockholders,  according  to  the  amount  of  their  investment. 

DIVIDEND  NOTICE. 

At  a  meeting  of  the  Board  of  Directors  held  this  day  there  was  declared  from  out 

the  net  earnings  of  the  Company  for  the  six  months  ending  

a  semi-annual  dividend  of  per  cent,  the  same  to  be  paid 

to  the  stockholders  of  record  at  the  closing  of  the  transfer  books 

Stock  transfer  books   will  be  closed  at  3  p.  m ,  and  be 

reopened  ,  at  10  a.  m. 


Treasurer. 

It  is  very  important  to  ascertain  that  dividends  are  not  being  paid  ou< 
pf  capital,  which  would  be  the  case  if  assets  were  inflated  or  the  profits 
incorrectly  arrived  at  so  that  they  would  be  in  excess  of  actual  net  earnings. 
The  stockholders  of  a  corporation  usually  have  the  right  to  hold  the 
directors  of  a  corporation  personally  responsible  for  any  impairment  of  capi- 
tal effected  in  this  way. 

To  prevent  inflation  of  assets,  it  is  essential  to  see  that  the  proper  amount 
of  depreciation  has  been  provided  for.  Stock  dividends  are  sometimes  de- 
clared, particulars  of  which  will  be  found  under  that  heading. 


DIVIDEND  BOOK. 


Stockholders'  Names 


Certificate 
No. 


No.  of 
Shares 

Amount  of 
Dividend 

When 

Paid 

101.  DOUBTFUL  ACCOUNTS.— A  passive  asset  account,  to 
which  are  transferred  Accounts  Receivable  from  which  it  is  doubtful  if 
collection  can  be  made.  These  accounts  are  sometimes  carried  in  a  suspense 
account,  a  certain  proportion  being  charged  off  to  Profit  and  Loss  as  they 
develop  into  accounts  from  which  there  is  no  hope  of  realization. 

102.  ENDORSED  BONDS.— A  term  used  on  the  stock  exchange 
to  signify  bonds  endorsed  by  transfers,  assignments,  releases,  etc. 
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103.  EQUIPMENT  ACCOUNT.— A  fixed  asset  account  carried  by 
electric,  telephone,  railroad,  and  other  similar  corporations,  to  which  cost 
of  permanent  equipment  of  the  company  for  doing  business  is  debited. 

104.  ERROR  ACCOUNT. — An  adjustment  account  sometimes 
carried  to  which  are  debited  the  differences  on  the  trial  balance  until  the 
errors  are  discovered. 

105.  EXCHANGE. — A  charge  made  by  a  bank  for  clearing  foreign 
or  country  checks,  representing  cost  of  collections. 

106.  EXPENSE. — A  revenue  account,  to  which  are  debited  expendi- 
tures from  which  no  direct  returns  are  expected. 

Expense  accounts  are  generally  subdivided  as  much  as  possible,  so 
that  it  may  readily  be  seen  how  much  has  been  expended  on  each  particular 
kind  of  expense.     (For  illustration  see  Model  Set.) 
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In  some  businesses  one  column  is  carried  in  the  cash  book  and  journal 
for  general  expense  and  a  separate  book  is  kept  in  which  distribution  is 
made. 

107.  FICTITIOUS  ASSETS.— (a)  Assets  which  contain  no  real 
value  but  are  expenditures  from  which  future  value  is  expected,  or  which  it 
is  considered  desirable  to  gradually  extinguish  by  writing  off  a  certain 
proportion  at  periodical  intervals.  Bonus,  franchise,  donations,  advertising 
expense,  etc.,  are  illustrations  of  this  class  of  accounts. 

(b)  That  proportion  of  assets  which  has  been  inflated  and  does  not 
represent  real  value. 

108.  FICTITIOUS  DIVIDENDS.— Dividends  which  have  been 
paid  out  of  capital  instead  of  out  of  net  earnings.     (See  "Dividends.") 
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109.  FINANCIAL  STATEMENTS.— A  term  sometimes  used  to 
designate  Balance  Sheets,  Trading,  and  Profit  and  Loss  accounts,  etc. 

110.  FIXED  ASSETS. — Assets  which  are  permanent  in  their  nature 
and  are  acquired  in  order  to  enable  a  corporation  to  cany  on  its  business. 
(For  illustration  see  "Chart.")  Includes  wagons,  carriages,  shops,  oil  wells, 
mining  shafts  and  galleries,  spinning"  mules  in  a  woolen  mill,  etc. 

It  should  be  carefully  noted  that  the  furniture  of  an  ordinary  business 
is  a  fixed  asset,  while  the  furniture  of  a  furniture  manufacturing  company 
is  a  floating,  or  active,  asset.  In  the  same  way  the  real  estate  owned  by  an 
ordinary  business  is  a  fixed  asset,  while  the  real  estate  purchased  for  resale 
by  a  real  estate  company  is  an  active  asset. 

111.  FTXED  CAPITAL. — The  investment  represented  by  fixed 
assets. 

112.  FIXED  CHARGES. — Those  charges  against  revenue  which  are 
regular  in  their  recurrence,  such  as  rent,  or  interest  on  bonds,  mortgages, 
etc. 

113.  FIXED  LIABILITIES. — Liabilities  of  a  permanent  character, 
such  as  capital,  and  bonds  and  mortgages  payable  at  certain  specified  dates. 

114.  FIXTURES. — A  fixed  asset  account,  usually  incorporated  with 
furniture  in  one  account. 

115.  FLOATING  ASSETS. — Synonymous  with  active  assets. 
Examples. — Cash,    accounts   receivable,    bills   receivable,    inventories, 

etc.     (See  "Chart.") 

116.  FLOATIXG  CAPITAL.— That  portion  of  the  capital  used  for 
the  immediate  necessities  of  the  business,  such  as  the  purchase  of  raw 
material  in  a  manufacturing  business,  or  of  manufactured  goods  purchased 
for  sale  in  a  wholesale  or  retail' business. 

117.  FLOATIXG  INDEBTEDNESS.— The  current  liabilities  of  a 
business,  such  as  liabilities  for  goods  purchased,  salaries,  interest  payable, 
etc. 

118.  FOLIO. — A  column  provided  for  record  of  pages  of  books  from 
which  and  to  which  entries  are  posted. 

II  is  customary  to  insert  the  folio  numbers  in  the  folio  column  from 
the  index  prior  to  commencing  the  operation  of  posting,  a  check  column 
being  provided  in  which  a  check  mark  is  entered  as  each  posting  is  made. 
This  is  a  labor  saving  method  greatly  appreciated  by  the  book-keeper  who 
has  a  large  amount  of  posting  to  do. 

119.  FREIGHT. — An  expense  account,  to  which  is  debited  cost  of 
freight  paid  or  payable. 
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In-freight  belongs  to  the  Trading  account ;  out-freight  is  a  selling  ex- 
pense. 

120.  FUNDED  DEBT. — A  term  used  to  designate  the  liabilities  in 
respect  to  bonds  for  the  repayment  of  which  a  sinking  fund  has  been  estab- 
lished. 

Also  applied  to  designate  a  fund  raised  for  permanent  purposes  and 
payable  either  at  a  remote  date  or  at  a  date  not  definitely  fixed. 

121.  FURNITURE  AND  FIXTURES.— A  fixed  asset  account. 
(See  "Fixed  Assets.") 

122.  GENERAL  LEDGER. — A  ledger  in  which  are  opened  accounts 
with  representative,  revenue,  and  impersonal  real  accounts.  In  this  ledger 
are  also  frequently  carried  controlling  accounts  with  sales  and  purchase 
ledgers,  so  that  a  trial  balance  may  at  any  time  be  obtained  from  this  ledger 
without  listing  the  balances  shown  in  the  other  ledgers. 

It  may  be  well  to  repeat  in  this  connection  that 

(a)  Representative  accounts  have  no  intrinsic  value,  but  represent 
personal  accounts  which  have  value.     (See  "Controlling  Account.") 

(b)  Revenue  (or  nominal)  accounts  are  those  which  deal  exclusively 
with  the  record  of  loss  or  gain,  and  belong  to  the  Profit  and  Loss  account. 

(c)  Impersonal  real  accounts  are  those  which  represent  property  or 
resources,  such  as  real  estate,  buildings,  plant,  machinery,  etc. 

123.  GOOD-WILL. — A  passive  asset  account. 

An  account  carried  in  a  ledger,  to  which  is  debited  the  amount  paid 
for  the  patronage  of  a  business  in  addition  to  the  tangible  values  belonging 
to  the  business. 

A  speculative  account  opened  in  some  cases  where  a  certain  value  is 
placed  on  a  patent,  copyright,  subscription  list,  contracts,  or  something  of 
that  kind.  Used  to  offset  a  portion  of  capital  stock  account.  (See  "Chart" 
and  paragraph  98.) 

For  full  description  of  good-will  and  its  proper  treatment  in  books  of 
account  see  "The  American  Business  and  Accounting  Encyclopaedia." 

124.  GROSS  PROFIT. — The  amount  of  sales  and  inventory  on 
hand  over  and  above  cost  of  goods  purchased,  or  cost  of  production  and 
manufacturing  expense. 

For  illustration  see  Model  Sets. 

125.  IMPERSONAL  ACCOUNTS.— Accounts  recording  assets, 
liabilities,  profits,  losses,  receipts  and  expenditures  of  a  business  other  than 
contained  in  personal  accounts. 

Examples. — Real  estate,  furniture  and  fixtures,  bills  payable,  sales, 
purchases,  interest  receivable,  wages. 
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126.  INCOME  BONDS.— Bonds  on  which  interest  is  paid  out  of 
profits,  same  being  nun-cumulative — i.  e..  if  the  interest  is  passed  on  account 
of  there  being  nothing  with  which  to  pay  same,  the  holders  of  the  bonds  have 
no  claim. 

127.  INCOME  AND  EXPENDITURE  ACCOUNT.— An  ac- 
count dealing  with  income  received  and  earned  and  expenditures  disbursed 
or  accrued  during  a  specified  period  exclusive  of  capital  receipts  or  payments. 
The  income  and  expenditure  account,  therefore,  relates  entirely  to  profit  and 
loss  items. 

INCOME    AND    EXPENDITURE   ACCOUNT    OF   A    CHARITABLE    INSTITUTION. 
EXPENDITURES.  IN*  COME. 

To    Management   Expenses,  viz.:  By  Subscriptions. 

Salaries.  By  Donations. 

Rent,   Rates,   Taxes   and    Insurance.  By  Dividends   Received. 

Printing,    Stationery,    and    Advertising.  By   Balance,    being    excess    of    Expendi- 

Collectors'    Commission,    Postage,    etc.  ture     over     Income,     as     per     Balance 

Relief   Account,   viz.:  Sheet. 

Provisions. 

Coal  and  Wood. 

128.  INDIVIDUAL  ACCOUNT.— 'A  personal  account. 

129.  INDIVIDUAL  LEDGER.— A  term  sometimes  used  to  desig- 
nate a  customers'  ledger,  and  by  banks  to  designate  a  depositors'  ledger. 

130.  INSTALLMENT  NOTE.— A  promissory  note  covering  the 
payment  of  an  amount  by  installments  on  specified  dates,  usually  attached  to 
furniture  and  other  installment  agreements. 

131.  INSURANCE  ACCOUNT.— An  account  to  which  are  debited 
insurance  premiums  paid.  When  making  up  annual  statements  the  unex- 
pired portion  of  insurance  is  credited  to  this  account,  the  balance  being  car- 
ried to  Profit  and  Loss. 

132.  INTEREST.- — The  amount  charged  for  the  use  of  money,  usu- 
ally on  a  percentage  basis.  (  See  special  article.) 

133.  INTEREST  AND  DISCOUNT.— A  revenue  account,  to  which 
is  debited  and  credited  interest  paid  and  received  and  discount  allowed  and 
deducted. 

134.  INVENTORY.— An  itemized  list  of  the  stock  in  trade  of  a 
business. 

A  schedule  of  the  assets  or  property  of  a  business. 

Inventories  of  stock  in  trade  should  as  a  general  rule  be  taken  at  cost, 
as  if  taken  at  selling  prices  an  unearned  profit  is  taken  credit  for  in  the 
Trading  account,  the  profit  on  goods  only  being  made  when  they  have  been 
sold. 

The  following  is  a  good  example  of  an  inventory  sheet : 
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Book  Inventory. — An  inventory  obtained  by  carrying  an  account 
showing  quantity  and  cost  of  goods  purchased  or  manufactured,  and  quan- 
tity and  cost  of  goods  delivered  to  store  or  sold.  The  balance  of  this  account 
should,  therefore,  represent  actual  inventory  values  on  hand,  which  should 
be  periodically  verified. 
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It  is  now  customary  to  carry  a  separate  inventory  account  in  the  ledger, 
to  which  the  current  inventory  is  debited  in  the  same  way  as  the  balance  of 
cash  on  hand  is  treated  in  the  cash  account.  By  this  method  both  the  net 
purchases  and  net  sales  will  always  show  as  the  respective  balances  of  the 
Purchase  and  Sales  accounts,  the  Merchandise  account  being  entirely  obso- 
lete. 

135.  INTEREST  ON  PARTNERS'  ACCOUNTS.— Where  invest- 
ments and  drawings  of  partners  are  equal  there  is  no  necessity  to  consider 
the  question  of  interest  as  between  them.  This,  however,  is  very  rarely  the 
case,  and  it  is  therefore  best  to  credit  each  partner  with  interest  on  amount 
of  investment  and  debit  him  with  interest  on  amount  of  drawings. 

136.  INTERIM   DIVIDENDS.— Dividends  distributed  on  account 
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of  estimated  profits  without  taking  inventory  and  closing  books  to  ascertain 
the  exact  earnings  of  the  business. 

137.     INVESTMENT. — An  account  or  accounts  in  which  is  carried 
by  single  proprietors  or  partnerships  the  net  worth  of  the  business. 
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An  asset  account  representing  capital  invested  outside  of  a  business. 
such  as  one  corporation  investing  in  the  stock  of  another,  investment  in  real 
estate  or  in  interest  bearing  bonds,  etc.,  of  funds  not  required  in  the  business. 

138.  INVESTMENT  FUND. — An  account  representing  an  amount 
invested  in  outside  securities  or  enterprises  by  proprietors  of  a  business, 
where  surplus  funds  cannot  be  so  profitably  employed  as  working  capital. 

139.  INVOICE.— A  bill  of  goods  sold  or  purchased. 
An  inventor}'. 

140.  INVOICE  BOOK. — A  term  generally  used  to  designate  a  record 
of  purchase  invoices. 

141.  INVOICE  LEDGER. — A  term  sometimes  used  to  designate  a 
purchase  ledger. 

142.  TOURNAL. — The  title  of  journal  is  applied  to  several  kinds  of 
account  books. 

A  sales  journal  contains  a  record  of  sales. 

A  purchase  journal  contains  a  record  of  purchases. 

A  cross-entrv  journal  is  a  book  used  for  making  cross,  adjusting  and 
closing  entries. 

A  cash-journal  is  a  combination  of  cash  book  and  journal. 

It  was  long  the  practice  to  copy  everything  into  'the  cross-entry 
journal  before  posting  to  the  ledger  accounts,  making  separate  debits  and 
credits  for  each  transaction.  This  involved  an  immense  amount  of  unneces- 
sary duplication  of  work,  and  at  the  present  time  every  effort  is  made  to 
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post  direct  from  the  original  entry,  whether  sales  tickets,  invoices,  or  debit 
and  credit  tickets.  The  motto  of  every  book-keeper  should  be  to  post  direct 
whenever  practicable  and  use  the  journal  as  little  as  possible. 

The  journal  is  now  mostly  used  for  assembling  totals,  which  brings  us 
to  the  consideration  of — 

Columnar  Journals. — Wherever  accounts  are  kept  to  which  num- 
erous items  must  be  entered  each  month,  special  columns  are  provided,  and 
instead  of  posting  each  item  separately  only  the  totals  are  posted  at  the  end 
of  the  month.  In  this  way  the  same  results  are  obtained  so  far  as  statistics 
are  concerned,  while  each  column  will  exhibit  the  details  whenever  an 
analysis  is  required. 

In  a  brewery,  for  example,  it  is  desired  to  know  how  much  is  spent 
each  month  for  malt,  hops,  grits,  and  other  brewing  materials,  and  so  in 
the  purchase  journal  special  columns  are  provided  for  each  kind  of  material, 
the  totals  being  posted  to  accounts  carried  in  the  general  ledger  at  the  end 
of  each  month. 
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Where  controlling  accounts  are  carried  with  accounts  receivable  and 
payable  (a  practice  growing  more  and  more  in  up-to-date  businesses)  the 
total  of  sales  or  purchases  is  entered  in  the  journal  and  Accounts  Receivable 
Controlling  account,  or  Accounts  Payable  Controlling  account  debited  or 
credited. 

In  order  to  illustrate  the  use  of  a  columnar  journal  we  show  : 

1.  A  journal  consisting  of  Accounts  Receivable,  Accounts  payable 
and  General  Ledger  columns.  In  this  journal  it  will  be  seen  that  it  is  neces- 
sary to  enter  all  impersonal  items  in  the  general  ledger  column,  posting  each 
item  to  its  account  in  the  general  ledger. 

2.  We  show  a  journal  with  special  columns  for  purchases,  expenses,. 
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etc..  illustrating  the  saving  of  labor  in  posting  only  the  totals  of  columns 
instead  of  entering  the  items  in  the  general  ledger  column  and  posting  each 
item. 


Me 

Ncmes 

Folio 

frnl) 

Ac(oui)h 
Rec'vble 

Geijl 

Ledger 

Me 

Neirxes 

Folio 

Ccisf) 

Accoyrjft 
Fhytnble 

Gei)'l 

It  appears  to  be  pertinent  at  this  point  to  very  strongly  emphasize  the 
rule  that  no  original  entries  should  be  made  in  the  ledger  of  any  kind. 


C<nsh)  Receipts. 

Date 

Ncir\es 

Folio 

5tiles 
Ledger 

Gen'l 
Ledger 

Ccisl) 
Sciles 

Notes 
Recvble 

Interest 
dDiVoujt 

C^isr)  P(Tiy  rxerjts. 

bate 

INcin\e 

VowcKei- 

No; 

Aaour>Ts 

Payable 

Folio 

Cerjl 
Ledger 

5dles 
Ledjiet- 

ExbeQie 

Postage 

Frei^l)t 

Office 
Supplies 
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Errors  should  be  corrected  by  journal  entry  and  all  closing  entries  should 
be  made  through  the  journal,  as  otherwise  a  proof  of  the  accuracy  of  the 
work  on  the  books  is  most  difficult  to  obtain,  original  entries  in  the  ledger 
being  what  may  be  termed  concealed  journal  entries  which  can  only  be  dis- 
covered by  checking  back  with  the  books  from  which  postings  have  been 
made. 

143.  LABOR  ACCOUNT. — An  account  representing  amount  paid 
for  wages  and  generally  belonging  to  the  Trading  account  as  part  of  cost  of 
production.     (See  "Working  Balance  Sheet."  paragraph  26.) 

144.  LEDGER. — A  summary  of  the  transactions  of  a  business  so 
arranged  as  to  show  the  distribution  and  disposition  of  all  receipts  and 
expenditures,  gross  and  net  revenue,  or  loss  and  gain. 

All  transactions  and  entries  of  whatever  kind  are  concentrated  or  sum- 
marized in  the  ledger,  which  is  therefore  a  transcript  of  the  original  and 
other  books  used  in  the  business  except  those  concerned  exclusively  with 
statistics,  such  as  manufacturing  pay  roll  distribution,  expense  distribution, 
etc. 

Thus  the  sales  book  is  represented  in  the  ledger  by  the  Sales  account 
and  the  accounts  receivable.  The  purchase,  or  voucher,  record  is  repre- 
sented by  the  Purchase  account  and  the  accounts  payable,  or  Vouchers  Pay- 
able account.  The  cash  book  is  represented  by  the  Cash  account  and  the 
postings  of  cash  to  the  various  ledger  accounts  affected  thereby. 

Until  recently  almost  all  ledgers  were  made  in  what  is  now  called  the 
old  stvle  form.     Accountants  have  now  advanced  to  an  understanding  that 

ABLE  &  WILLING 

Hay  and  Grain 


Date 


Bill  No. 


Debits 


Date 


Folio 


Credits 


ledgers,  like  other  book.-,  of  record,  should  be  devised  to  suit  the  particular 
requirements  and  conditions.  We  have  now  all  kinds  of  bound  ledgers 
specially  ruled  for  coal,  brewery,  installments,  stockbroking,  electrical,  tele- 
phone, club,  and  other  enterprises,  all  of  which  exhibit  distinguishing  charac- 
teristics. 

Loose  leaf  and  card  ledgers  are  also  of  varied  form  according  to  busi- 
ness variations,  the  result  being  that  a  much  clearer  view  of  business  condi- 
tions can  be  obtained  with  far  less  trouble  than  formerly. 

For  card  ledger,  see  "Card  System.'' 
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As  indicated  under  other  headings  the  sectionalization  of  ledgers  is 
becoming  a  very  common  practice  in  up-to-date  business  establishments, 
separate  columns  being  provided  in  cash  book  and  journal  so  that  each 
section  may  be  proved  separately.  Thus,  in  a  large  business  accounts  receiv- 
able ledgers  are  divided  according  to  territory,  or  alphabetically,  or  by  sales- 
men's routes,  or  by  city  and  country,  each  ledger  being  represented  in  the 
general  ledger  by  a  Controlling  account.  The  advantages  of  this  method 
may  be  summed  up  as  follows : 

(a)  It  is  unnecessary  to  draw  off  the  individual  balances  to  obtain  the 
general  trial  balance. 

(b)  It  is  only  necessary  occasionally  to  verify  the  ledger  balances 
shown  in  the  general  ledger  just  as  cash  is  counted  for  the  purpose  of  verify- 
ing the  balance  of  cash  shown  in  the  cash  book. 

(c)  If  an  error  in  posting  has  occurred  it  can  be  immediately  located 
to  the  particular  ledger  in  which  the  error  occurred. 

145.  LIABILTIES. — The  debts  and  obligations  of  a  corporation, 
partnership,  or  person,  due  to  creditors. 

THE    ELECTRIC    LTGTIT 
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A   BREWERY   LEDGER. 
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Capital  Liabilities  are  those  due  to  stockholders  and  for  bonds  issued 
<  >r  loans  procured  for  the  purpose  of  obtaining  working  capital. 

Trade  Liabilities  are  those  incurred  for  merchandise,  wages  and  sup- 
plies. 
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A   TELEPHONE    COMPANY'S    LEDGER    (TABULAR.) 


Name... 
Address. 


II.-CARD  LEDGER. 

Occupation. 
Remarks... 
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A   PTTYSTCTAX  S  LEDGER. 


146.     LIQUIDATION  ACCOUNT.— An  account  kept  by  liquidators 
of  estates,  a  liquidator  being  usually  employed  by  executors  to  settle  up  the 
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various  assets  and  liabilities  of  a  deceased  proprietor  or  owner.  In  a  liquida- 
tion account  the  liquidator  debits  himself  with  all  assets  turned  over  to 
him  and  credits  himself  with  all  liabilities  to  be  paid  out  of  the  estate. 
As    amounts    are    realized    and    liabilities    paid    off    he    credits    himself 
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A  LOOSE  LEAF  CUSTOMER'S  LEDGER. 


with  disbursements,  so  that  the  liquidation  account  will  ultimately  show 
the  difference  between  the  amount  for  which  the  liquidator  is  responsible 
and  the  amount  realized  and  disbursed  by  him  to  the  proper  parties  entitled 
to  same.  In  the  following-  example  it  will  be  seen  that  the  estate  suffered  a 
loss  of  $1,007. 60.  The  cash  account  shows  exactly  what  was  received  and 
what  was  disbursed,  while  the  partnership  accounts  show  the  disposition  of 
the  balance  fn  the  liquidator's  hands. 

In  explanation  it  may  be  mentioned  that  Jones  purchased  the  interest 
of  the  Ferguson  estate  in  slaughter  house,  team,  fixtures  and  tools  for  $1,250. 
He  also  took  over  the  live  stock  at  face  value.  $1,461.25. 

JONES,  FERGUSON  AND  COMPANY. 
RESOURl  l>. 

Accounts  Receivable   $  9,933  92 

First  National    Bank    I  >ep 1,480  00 

Cash   on  hand    '' * '  :-' 

Slaughter  house   valued  at 400  00 

Team  account  valued  at 947  60 

Fixtures   and   Tools 2,200  00 

Meats   and    Live   Stock 4,461  2."i 

$20,070  00 

LIABILl  TIES. 

Jones'    Net     Investment $  s- ,:;"  ,|U 

Ferguson    Estate  Net    Investment 5,640  00 

Accounts  outstanding,  all  in  notes 6,000  no 

$20,070  00 
59 
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LIQUIDATOR  S   ACCOUNT. 


Accounts    Receivable    $  9,933  92 

Cash    in   bank 1,480  00 

Cash    on    hand 647  23 

Slaughter  House   400  00 

Teams    947  60 

Fixtures  and  Tools 2,200  00 

Meat  and   Live   Stock 4,461  25 


Notes   Payable    $  6,000  00 


$20,070  00 

Notes   Payable   6,000  00 

Attorney's   fee    240  00 

Salary   (liquidator)    300  00 


Accounts    Receivable    

Fixtures,    etc.    (Jones) 

Meat,   Live   Stock    (Jones) 

Trustees'    account    (cash) 

Jones'  half  net  loss 

Ferguson's  Estate  half  net  loss. 


$6,000  00 

$  9,613  92 

2,500  00 

4,461  25 

2,127  23 

953  80 

953  80 


$26,610  00 


$26,610  00 


CASH   ACCOUNT. 

Cash  on  hand $2,127  23 

Collected  from  Accounts  Receivable....   9,613  92 


$11,741  15 


CASH    PAYMENTS. 

Attorney   $    240  00 

H.  Barton,  Liquidator's  fee 300  00 

Accounts   Payable    6,000  00 

Mrs.    Ferguson's    sale    of     interest      in 
slaughter   house,   team,    fixtures   and 

tools   1,250  00 

Mrs.  Ferguson  on  account 375  20 

Jones  on  account 2,084  95 


$10,250  15 
Balance  in  hands  of  liquidator $  1.491  00 

147.  LOOSE  LEAF  LEDGERS.— (See  special  article.) 

148.  LOSS  AND  GAIN. — Synonymous  with  profit  and  loss. 

149.  MACHINERY. — A  fixed  asset  account  to  which  is  debited  cost 
of  machinery  purchased,  or  manufactured  by  a  concern  for  its  own  shop, 
frequently  included  in  Plant  account. 

150.  MARKET  VALUE.— The  selling  price  in  open  market  of 
stocks,  bonds  and  products,  for  which  there  is  a  fluctuating  demand,  or 
whose  price  is  fixed  by  frequent  variations  of  supply  and  demand,  or  by  the 
age  of  the  commodity. 
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151.  MATURITY  RECORDS.— (a)  A  record  kept  of  due  dates  of 

purchases  for  the  purpose  of  securing  discounts.     Usually  included  in  the 
purchase  record. 

(b)     A  record  of  accounts  receivable  for  collection  purposes. 

152.  MERCHANDISE  ACCOUNT.— A  statistical  account,  which 
may  be  termed  an  old  style  Trading  account,  being  debited  with  inventory 
at  commencement  of  a  stated  period,  purchases,  freight,  etc.,  and  credited 
with  sales  and  inventory  at  close  of  period.  This  form  of  account  is  growing 
rapidly  obsolete,  as  by  its  use  purchase  returns  and  allowances  are  mixed 
with  sales,  and  sales  returns  and  allowances  mixed  with  purchases.  By 
carrying  separate  sales,  purchase  and  inventory  accounts  the  net  purchases 
and  sales  can  always  be  ascertained  without  difficulty. 

153.  MONTHLY  STATEMENT.— (a)  An  approximate  balance 
sheet,  (b)  A  classified  trial  balance,  (c)  A  statistical  record  made  for 
comparative  purposes. 

STATISTICAL  RECORDS. 

LAUNDRY    BUSINESS. 

I.  Comparative  Statement  for  the weeks  ending 


Weekly  average. 

1900. 
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1902. 
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1902, 

Less — Deductions 

£  «.  d. 

£  8.  d. 

£«.  d. 

£  8.  d. 

£  s.  d. 

£  «.  d. 

Net  turnover . 

Workpeoples'  Wages  . 
Materials  used    .... 
Management  and  Office  Salaries 
Engineers'  and  Carters'  Wages  . 
Coal  and  Oil  used 

Stables  Expenses 
Sundry  Expenses 
Proportion  of  Rates,  Taxes,  Gas, 

Insurance,  and  Rent 
Depreciations,  viz.  :— 

Total  Expenses 

Profit     .... 

Loss       .... 

Weight  of  Coal      . 

T.  Q.  Q. 

T.  0.  Q. 

T.  O.  Q. 

T.  C.  Q. 

T.  C.  Q. 

T.  C.  Q. 
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GLOVE   MANUFACTURING  BUSINESS. 

Mor>Tfjly    State  rr\eots 
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CIGAR   BUSINESS. 


RECEIPTS    FOR    OCTOBER,    1903,    CIGAR   STAND    NO.    5. 


Date. 
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Machine. 
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$1,663.60 
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CLASSIFIED  TRIAL  BALANCE. 
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154.     MORTGAGE  BOND.— A  bond  issued  by  a  corporation  secured 
^v  mortgage  upon  real  or  personal  property  to  insure  its  redemption.    Prior 
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to  issuing  such  bonds  it  is  necessary  to  obtain  the  written  assent  of  stock- 
holders representing  two-thirds  of  the  stock. 

A  first  mortgage  bond  must  be  redeemed  in  full  before  any  payments 
can  be  applied  to  the  redemption  of  second  mortgage  bonds. 

155.  MUNICIPAL  BOND.— Bonds  issued  by  cities  for  the  payment 
of  work  done  on  public  works  or  improvements  and  sometimes  in  purchase 
of  franchises,  such  as  gas,  electric  light,  or  water,  street  railroads,  etc. 

156.  NEGATIVE  ACCOUNT.— A  term  used  to  designate  an  im- 
personal account  which  reduces  the  value  of  some  other  account. 

Examples. — Returns,  negative  to  sales;  treasury  stock,  negative  to 
capital;  interest  receivable  accrued  but  not  due,  negative  to  interest  debits; 
bonus,  or  commission,  negative  to  capital  stock. 

157.  NET  CAPITAL. — The  surplus  of  actual  assets  over  actual  lia- 
bilities. 

158.  NET  PROFIT.— The  balance  of  the  Profit  and  Loss  account 
when  same  is  a  gain. 

The  amount  remaining  after  all  business  expenditures  have  been  de- 
ducted from  gross  income. 

LOSS    AND   GAIN    ACCOUNT. 

Gross   Profit  on  Trading $133,175  00 

Taxes   and    Insurance $      2,825  00 

Salaries     10,000  00 

Office  expenses    4,125  00 

Advertising    4,250  00 

Cash  discounts  on  sales 6,000  00 

Cash    discounts   on   purchases 750  00 

Collection   and   Exchange 1,075  00 

Suspense    (bad   debts) 4.900  00 

Administrative   Expense    5,500  00 

Interest  payable    5,000  00 

Net  gain  for  year  1900 89,650  00 

$133,925  00         $133,925  00 

159.  NOMINAL  ACCOUNT. — Any  impersonal  account  which  does 
not  come  under  the  classification  of  representative  or  real.  (See  explanation 
under  the  heading  of  "Impersonal  Account.") 

160.  NOMINAL  LEDGER.— A  term  used  to  designate  a  ledger  in 
which  only  nominal  accounts  are  kept.  In  such  a  case  the  real,  or  asset, 
impersonal  accounts  are  carried  in  a  separate  ledger,  frequently  styled  the 
private  ledger. 

161.  NOTES.— See  "Bills  Payable,"  "Bills  Receivable,"  etc. 

162.  OPEN  ACCOL'NT. — A  running  or  unbalanced  account.  (See 
model  set.) 

163.  OPENING    ENTRIES.— The    entries    necessary    to   open    the 
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accounts  of  a  business.     These  entries  must  necessarily  differ  with  the  con- 
ditions of  the  business  organized,  but  we  append  an  illustration : 

QUESTION. 

"What  are  the  proper  entries  for  opening  the  books  for  a  Limited  Lia- 
bility Company  as  follows,  viz. :  A,  B,  C,  and  D  are  the  company  with  an 
authorized  capital  of  $20,000  and  each  subscribed  for  $5,000  of  the  stock 
which  is  charged  up  to  them  through  the  general  ledger.  A  paid  in  $2,000, 
B  $1,000,  C  $1,500  and  D  $2,500  which  is  credited  up  to  them  also  in  the 
general  ledger. 

ANSWER. 

Dr  A      Subscription  acct $5,000 

Dr.  B      Subscription  acct 5,000 

Dr.  C      Subscription  acct 5,000 

Dr.  D      Subscription  acct 5,000 

Cr.  Capital  stock $20,000 

As  the  cash  is  paid  in  on  subscription.  Dr.  cash  and  Cr.  the  respective 
subscription  accounts  for  the  amount  paid  by  each.  The  difference  between 
the  subscription  account  and  the  capital  account  will  show  the  total  amount 
paid  in  and  the  total  to  capital  account  will  show  the  authorized  capital. 

If  the  fixtures,  real  estate,  bills  receivable,  etc.,  were  taken  over  by  the 
new  concern  as  a  payment  or  part  payment  of  the  subscription  of  A,  B,  C, 
and  D,  then  credit  their  subscription  accounts  for  their  respective  interest 
in  these  assets  and  debit  each  one  of  these  representative  accounts  with  its 
value  as  shown  by  the  inventor)-. 

Cr.  A  Subscription  Acct. — For  Interest  in  Bills  Rec,  Fixtures,  etc. 

Cr.  B  Subscription  Acct. — For  Interest  in  Bills  Rec,  Fixtures,  etc. 

Cr.  B  Subscription  Acct. — For  Interest  in  Bills  Rec,  Fixtures,  etc. 

Cr.  D  Subscription  Acct. — For  Interest  in  Bills  Rec,  Fixtures,  etc. 

164.  OPERATING  CAPITAL.— Working  capital. 

165.  OPERATING  EXPENSE.— An  expense  incurred  in  carrying 
on  a  business,  such  as  expenses  of  manufacture  or  administrative  expense. 

166.  ORDER  BLANK. — A  loose  leaf  form  of  record  very  exten- 
sively used  in  the  manufacturing  sales,  and  shipping  departments.  By  means 
of  book-typewriters  as  many  as  seven  copies  can  now  be  made  of  order 
blanks  in  one  writing.  For  example^  in  a  manufacturing  business  it  is 
found  advantageous  to  distribute  separate  copies  of  each  order  t<>  all  depart- 
ments. Seven  copies  are  made  of  the  order  blank  below  illustrated  and  dis- 
tributed as  follows : 

1.  Office  copy. 

2.  Acknowledgment  to  customer. 

3.  Foundry  order. 

!.     Copy  for  shipping  clerk. 
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5.     Machine  shop  order. 
G.     Pattern  shop  order. 
7.     Assembling  shop  order. 

The  office  copy  is  filed  in  a  binder,  and  the  other  copies  go  to  the  fac- 
tory clerk  who  makes  the  proper  distribution.     Short  carbons  are  used  for 
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the  copies  except  the  acknowledgment,  so  that  the  prices  will  not  show  on 
the  department  orders. 

167.  ORDER  ROOK  AXD  REGISTER.— A  record  of  orders  re- 
ceived frequently  used  for  the  purpose  of  giving  each  order  a  number,  so 
that  each  number  must  be  accounted  for.  Also  used  for  statistical  purposes 
to  record  amount  of  orders  received  from  various  salesmen. 
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168.  ORIGINAL  ENTRIES.— Regular  order  blanks,  or  sales  tickets 
where  same  are  used,  or  sales  books  where  entries  are  copied  from  memor- 
anda or  rouefh  blotters. 
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169.  OVER  AND  SHORT  ACCOUNT.— An  adjustment  account, 
sometimes  kept  to  which  are  debited  or  credited  undiscovered  differences  in 
balancing  cash. 

170.  PAR.— Face  value. 

The  par  value  of  a  $100  share  of  stock  offered  for  sale  at  $10  is  $100. 

171.  PATENT. — A  passive  asset,  so  classified  because  the  actual 
value  of  a  patent  is  extremely  difficult  to  determine  on  account  of  the  device 
patented  losing  popularity,  becoming  obsolete  on  account  of  improved  pat- 
ents having  been  secured,  or  approaching  expiration  of  life  of  patent. 

172.  PATTERNS. — An  asset  account  representing  value  of  pat- 
terns used  from  which  manufactured  articles  are  made.  Patterns  may 
become  obsolete  on  account  of  changes  in  construction  of  machine  or  article 
manufactured,  or  on  account  of  becoming  useless  through  wear  and  tear. 
The  value  of  patterns  should,  therefore,  be  carefully  appraised  when  mak- 
ing balance  sheet,  and  proper  depreciation  provided  for. 

173.  PAY  ROLL.— A  record  of  wages  paid. 
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A  RAILROAD   CONTRACTOR'S   PAY-ROLL. 

174.  PERCENTAGE.  The  relation  of  a  given  amount  to  100. 
Thus:  fiO  is  1/6  of  360,  or  16  66/100$.  (60-T-360:  =16."  66).  40  is  1-;) 
of  360,  or  11.119?    (40-r-360=ll.ll). 

175.  PERCENTAGES  ON  TURNOVER.— (See  "Turnover:')     , 

176.  PERMANENT    ASSETS.— Fixed    assets. 

177.  PERPETUAL  LEDGER.— A  loose  leaf  ledger,  so-called  be- 
cause closed  accounts  can  be  removed  and  new  accounts  added,  so  that  a 
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new  ledger  is  never  opened,  but  the  accounts  are  always  kept  within  the 
same  covers.     (See  special  article.) 

178.  PERSONAL  ACCOUNT.— An  account  with  a  person,  per- 
sons, or  corporation,  sometimes  styled  "individual"  account. 

179.  PETTY  CASH. — A  term  used  to  designate  incidental  expen- 
ditures for  office  supplies,  etc. 

The  Imprest  System. — In  the  general  ledger  open  an  account  with 
petty  cash,  or  the  petty  cashier,  and  draw  a  check  for  an  amount  sufficient 
to  cover  a  week's  or  month's  expenditures,  charging  same  to  petty  cash 
account  through  the  general  cash  book.  Enter  all  expenditures  as  made 
in  the  petty  cash  book,  and  at  the  end  of  the  week  or  month  have  such 
expenditures  O.  K.'d  by  a  responsible  person.  Debit  representative  ac- 
counts and  credit  amount  of  such  expenditure  to  petty  cash  account  through 
the  journal,  and  draw  check  to  make  up  petty  cash  to  original  amount. 

180.  PETTY  LEDGER. — A  separate  ledger  sometimes  used  in 
which  to  carry  sundry  accounts  with  parties  who  are  not  regular  cus- 
tomers. The  best  form  of  petty  ledger  is  kept  on  the  card  system,  thus 
enabling  the  book-keeper  to  carry  in  the  petty  ledger  only  those  accounts 
which  are  current  or  open. 

181.  PLANT. — An  asset  account,  in  which  is  included  cost  of  build- 
ing, machinery,  horses,  wagons,  etc.  In  large  businesses  this  account  is 
rarely  carried,  as  it  is  considered  more  convenient  to  show  in  the  ledger 
the  value  of  the  separate  investments  by  means  of  separate  accounts. 

182.  PREMIUM. — The  amount  paid  over  and  above  the  par  or  face 
value  of  stocks  or  other  values. 

.Examples. — A  loan  in  connection  with  a  building  society  put  up  at 
auction,  the  member  offering  the  highest  premium  securing  the  loan. 

Stock  quoted  at  105  per  cent,  the  5  per  cent  being  the  premium  which 
iriust  be  paid  by  any  one  desirous  of  purchasing  the  stock. 

183.  PRESENT  WORTH.— A  term  used  to  designate  net  capital, 
used  principally  in  the  accounts  of  single  proprietors. 

184.  PRIME  COST. — The  actual  cost  of  production  of  an  article, 
including  raw  material  and  labor,  to  which  is  added  indirect  expense  to 
make  total  cost.     (For  illustration  see  next  page.) 

185.  PRIVATE  LEDGER.— A  ledger  devised  to  contain  those 
accounts  which  the  principals  of  a  business  desire  to  preserve  from  the 
observation  of  the  employes.  It  sometimes  contains  such  accounts  as  capital. 
salaries,  officers'  or  partners'  drawings,  commission  and  asset  accounts,  the 
general  ledger  being  kept  in  the  office  for  expense  and  other  sundry  ac- 
counts.    In  the  general  ledger  will  also  be  carried  an  account  called  the 
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Private  ledger  account  (Controlling  account)  and  to  this  account  will  be 
debited  and  credited  each  month  the  totals  (not  items)  of  the  debits  and 
credits  posted  during  the  month  to  the  private  ledger  accounts.  A  private 
ledger  column  is  provided  on  both  sides  of  the  cash  book,  from  which 
ordinary  postings  are  made  that  affect  cash,  but  all  journal  entries  are 
made  in  a  private  journal,  so  that  by  this  method  the  accounts  in  question 
are  effectually  screened  from  observation. 

This  title   is   also   frequently  used   to   designate   an  ordinary  general 
ledger. 
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186.  .  PROFIT. — The  excess  of  amount  received  by  selling  over  cost 
of  articles  sold. 

Pecuniary  gain. 

The  question  of  what  are  profits  available  for  distribution  has  been 
considered  under  the  headings  of  "Dividend"  and  "Depreciation,"  to  which 
this  subject  is  closely  related.  The  main  point  to  be  considered,  however. 
in  determining  prolts  has  been  summed  up  as  follows: 

1.  That  sales  are  not  increased  by  fictitious  entries  representing 
transactions  that  have  never  been  made. 

2.  That  sales  are  absolute,  and  not  on  approval  and  therefore  return 
able. 

3.  That  stock  has  been  taken  at  cost  price,  or  at  a  lower  rate  if  depre- 
ciated in  value  subsequent  to  purchase. 

4.  That  purchases  entering  into  the  manufacturing  or  trading  of  the 
business  are  fully  entered  into  the  revenue  account. 

5.  That  full  depreciation  of  assets  has  been  charged  to  Profit  and 
1  .i  »ss  account,  and  that  a  lessening  in  value  of  leasehold  property  has  like- 
wise been  provided  for. 
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6.  That  any   change   in   the  average   sales   for  the  period  has  been 

examined  and   the   reasons    for  same   explained. 

7.  That  extraordinary  profits  in  exceptional  sales  are  specially  noted. 

8.  That  maintenance  disbursements  are  not  added  to  asset  accounts 
instead  of  being  charged  to  Profit  and  Loss  account  for  repairs  and  other 
items  of  maintenance. 

187.  PROFTT  AND  LOSS.— Synonymous  with  loss  and  gain. 

A  summary  account,  to  which  is  transferred  the  balances  of  all  ledger 
accounts  representing  income  or  expenditure,  the  balance  of  this  account 
exhibiting  the  net  gain  or  net  loss. 

It  is  advisable  to  carry  a  separate  Profit  and  Loss  account  for  each 
year's  transactions.  This  is  usually  done  by  transferring  the  net  profit 
each  year  to  Surplus  account.  By  this  means  a  distinctive  record  of  the 
profit  made  each  year  in  comparison  with  the  volume  of  business  done  is 
obtained. 

The  question  as  to  whether  the  title  "Profit  and  Loss"  or  "Loss  and 
Gain"  is  more  preferable  is  entirely  academic,  and  there  is  no  reason  why 
any  person  in  charge  of  books  of  account  should  not  follow  his  own  ideas. 

When  the  balance  of  Profit  and  Loss  account  shows  a  gain  it  is  trans- 
ferred to  either  Surplus,  or  Undistributed  Profits  account.  In  single 
proprietorships,  or  partnerships,  it  is  transferred  to  Capital  or  Investment 
accounts. 

The  distinction  between  receipts  and  expenditures  relating  to  trading 
and  to  profit  and  loss  is  an  important  one  in  the  science  of  accounts.  As  a 
general  rule  it  may  be  stated  that  the  Trading  account  should  be  debited 
with  those  items  which  relate  to  cost  of  production,  or  cost  of  goods  pur- 
chased for  sale,  and  credited  with  sales  and  inventory  on  hand,  while  the 
Profit  and  Loss  account  should  be  debited  with  all  expenditures  incurred 
in  selling  goods  and  conducting  the  business,  and  credited  with  all  reve- 
nues other  than  those  obtained  by  sale  of  goods  and  included  in  the 
Trading  account. 

Extraordinary  revenues,  such  as  those  derived  by  investment  outside 
of  the  business,  should  be  included  in  a  separate  Profit  and  Loss  account  to 
which  the  net  profit  of  the  regular  business  has  been  transferred,  as  shown 
by  regular  Profit  and  Loss  account. 

188.  PROFITS  UNDISTRIBUTED.— For  disposition  of  same  on 
books  of  account  see  "Profit." 

189.  PROMISSORY  NOTE.— An  unconditional  written  promise 
signed  by  the  maker,  or  makers,  to  pay  absolutely  and  at  all  events  a  sum 
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certain  in  money  either  to  the  bearer  or  to  a  person  therein  designated,  or 
his  order.     See  paragraph  :35  for  illustration. 

190.  PROMOTION  EXPENSE.— (See  "Preliminary  Expense.") 

191.  PROOF  BOOK. — A  book  of  record  used  to  make  a  recapitu- 
lation of  the  totals  of  pages  of  a  tabular  ledger  in  order  to  obtain  the  total 
debits,  credits  and  balances. 
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192.  PROTESTED  NOTE.— A  note  which  remains  unpaid  at 
maturity,  formal  notice  of  which  has  been  served  on  the  drawer,  or  drawers, 
or  sureties. 

193.  PURCHASE  ACCOUNT.— An  account  with  creditors. 

194.  PURCHASE  JOURNAL  OR  RECORD.— An  accounts  pay- 
able or  voucher  record. 

Purchase  Record. 
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195.  PURCHASE  LEDGER.— A  ledger  used  exclusively  for  ac- 
counts of  creditors.      (See  illustration  on  next  page.) 

196.  PURCHASE  RECORD.— Systems  have  been  devised  for  the 
record  of  purchases  which  do  not  require  the  use  of  bound  books,  and  have 
been   found  extremely  efficient   and   satisfactory.      Instead   of  keeping  the 
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record  of  purchases  in  a  bound  book  it  is  kept  on  cards  or  heavy  loose  leaf 
sheets  of  paper.  When  goods  are  ordered,  the  orders  are  written  on  pur- 
chase order,  as  per  illustration.     This  is  a  thin  order  blank,  and  by  placing 
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a  carbon  sheet  between  it  and  the  card  a  duplicate  of  the  order  is  obtained 
for  filing  in  the  card  tray.  This  card  tray  is  divided  into  three  sections, 
with  guide  cards  for  each.  The  sections  are  named  "Goods  Ordered." 
"Goods  Received,"  "Bills  Audited." 

The  original  purchase  order  goes  to  the  party  from  whom  the  goods 
are  ordered. 

The  duplicate  purchase  order  goes  to  the  receiving  and  shipping  room. 

The  purchase  record  is  filed  in  the  card  tray  provided  for  the  purpose 
in  front  of  the  guide  card  marked  "Ordered." 


No.                                          Purchase   Order 

To                                                                          Of 
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. . 

When  the  goods  are  received  the  shipping  clerk  makes  a  notation  on 
the  purchase  order  he  holds  as  to  date  of  receipt,  quantity  received  and 
condition. 

The  purchase  order  is  then  compared  with  the  bill,  and  prices  and 
extensions  checked.  The  bill  is  attached  to  the  purchase  order  by  means  of 
a  clip,  and  is  then  replaced  in  the  card  tray  in  the  "received"  section. 

The  bills  are  audited  for  payment  on  the  last  dav  of  the  month  and 
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removed  to  the  audited  section.  A  recapitulation  is  made  of  the  amounts 
and  the  total  is  credited  to  Accounts  Payable  Controlling  account  and  deb- 
ited to  Purchase,  or  Manufacturing,  account,  or  whatever  account  has  been 
provided.  The  recapitulation  sheet  should  be  ruled  so  as  to  contain  the 
distribution  of  the  purchases  to  the  various  material  and  supplies  accounts 
to  which  the  totals  are  to  be  debited. 

It  will  be  seen  from  this  description  that  the  invoices  received  cannot 
only  be  referred  to,  but  information  can  be  obtained  at  a  glance  as  to 
whether  the  bill  of  goods  has  been  received ;  as  to  whether  the  goods  are 
according  to  order,  and  the  bill  correct;  as  to  whether  the  bill  has  been 
audited,  or  paid ;  and  as  a  matter  of  fact,  no  extra  time  has  been  consumed 
because  it  is  just  as  easy  to  place  the  bill  in  one  file  after  reference  has  been 
made  to  it  as  to  place  it  in  the  file  in  which  it  was  originally  contained. 

197.  RAW  MATERIAL. — Material  in  process  of  manufacture. 
Examples. — Lumber,  purchased  for  manufacture  of  furniture;  iron, 

purchased  for  the  manufacture  of  beams,  angles,  etc. 

198.  REAL  ACCOUNT. — An  account  representing  values  on  hand 
or  liabilities  incurred. 

Examples. — Machinery,  live  stock,  customers'  accounts;  bills  payable, 
creditors'  accounts. 

199.  REAL  ESTATE. — An  asset  account  representing  value  of 
investment  in  land.     Buildings  are  sometimes  included  in  this  account. 

200.  REBATE. — A  deduction  or  allowance. 

Examples. — Allowance  to  customers  for  inferior  quality  or  over- 
charge; allowance  by  railroads  on  account  of  freight  paid  at  regular  rates 
where  a  special  tariff  has  been  agreed  upon. 

201.  RECEIPT. — The  acknowledgment  of  value  received. 

202.  RECEIPTS  AXD  EXPENDITURE  ACCOUNT.— A  rec- 
ord of  actual  cash  received  and  expenditures  made  during  a  given  period. 
This  form  of  account  is  used  by  treasurers  of  corporations  and  institutions, 
where  separate  books  are  kept  by  the  treasurer  in  which  to  record  his  own 
transactions. 

203.  RECONCILIATION  OE  BANK  ACCOUNT.— The  agree- 
ment between  the  bank  account  of  a  business,  and  the  bank  pass  book  rep- 
resenting the  account  kept  by  the  bank  with  its  customers.  To  the  balance 
shown  by  the  bank  pass  book  must  be  added  deposits  not  yet  entered  in  the 
pass  book,  and  the  amount  of  outstanding  checks  must  be  deducted. 

204.  REDEMPTION  FUND.— A  term  used  to  designate  a  fund 
established  for  the  payment  of  redeemable  debentures,  funded  debt,  etc. 

A  reserve  fund. 
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205.  REGISTERED  BOND.— A  bond  payable  to  order  of  the 
holder,  and  non-transferable  except  under  assignment  duly  acknowledged. 

206.  RENEWAL  NOTE.— A  new  note  given  'to  take  up  an  old 
one  which  it  is  not  convenient  to  meet.  Interest  is  sometimes  included  in 
the  amount  of  the  renewal  note,  thus  necessitating  a  special  entry  through 
the  journal.  When  interest  is  paid  at  time  of  renewal  the  majority  of 
book-keepers  merely  make  a  memorandum  of  the  renewal. 

207.  RENT  ACCOUNT. — A  revenue  account  representing 
amount  paid  for  rent,  or  received  on  account  of  rent. 

208.  RENT  ACCRUED  DUE.— An  adjustment  account  opened 
when  the  financial  year  closes  at  a  time  when  a  portion  only  of  the  rental 
term  has  expired,  leaving  a  proportion  of  rent  either  incurred  or  unexpired. 

In  the  first  case  rent  is  debited  with  proportion  incurred  and  Rent 
Adjustment  account  is  credited,  this  amount  appearing  in  the  balance  sheet 
as  a  liability.  In  the  second  case  Rent  account  is  credited  and  Rent  Ad- 
justment account  debited,  the  amount  appearing  in  the  balance  sheet  as  an 
asset. 

Adjustment  accounts  of  this  kind  are  opened  for  all  items  of  a  similar 
nature,  such  as  insurance,  or  all  such  adjustments  may  be  included  in  one 
general  adjustment  account.     (See  Model  Set  No.  3). 

209.  REPRESENTATIVE  ACCOUNT.— Preferably  an  account 
which  completes  the  double  entry  by  representing  a  number  of  personal 
debits  or  credits. 

Examples. — Capital  account  (credit)  represents  debits  to  stock- 
holders for  subscription;  Purchase  account  (debit)  represents  credits  to 
accounts  payable. 

210.  RESERVE  FUND. — See  special  article,  including  Reserve 
account  and  Sinking  Fund. 

211.  RESOURCES. —  A  synonym  for  assets. 

212.  RESTRICTIVE  ENDORSEMENT.— An  endorsement  on  a 
note  making  it  non-negotiable. 

Example. — "Pay  to  J.  Smith  only.'" 

213.  RETURNS. — A  negative  account  representing  value  of  goods 
returned  on  account  of  being  defective  or  other  objections. 

214.  R  EVENUE. — Income.  Those  items  which  are  closed  into 
Profit  and  Loss  account. 

215.  REVENUE  EXPENDITURE.— A  term  used  to  designate 
those  expenditures  from  which  no  direct  return  is  expected,  same  being 
connected  with  the  expense  of  selling  and  of  administration. 
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Examples. — Postage,  discount,  out-freight  and  express,  printing,  sta- 
tionery, salaries. 

216.  REVENUE  RECEIPTS.— A  term  used  to  designate  those 
receipts  which  originate  exclusively  from  the  sale  or  exchange  of  mer- 
chandise, or  other  values,  which  the  business  has  been  organized  to  dispose 
of.    The  excess  of  such  receipts  over  expenditures  constituting  net  profit. 

In  up-to-date  accounting,  revenue  receipts  are  represented  by  the  gross 
profit  transferred  from  Trading  account  to  Profit  and  Loss  Account. 

217.  ROYALTY. — A  duty  payable  to  the  owner  of  a  mine,  oil  field, 
patent  or  copyright,  based  upon  quantities  obtained  or  number  of  books 
sold. 

218.  ROYALTY  ACCOUNT. — A  revenue  account  representing 
royalties  due  or  receivable. 

219.  SALES  ACCOUNT. — A  representative  account  representing 
personal  debits  to  customers  and  belonging  to  the  Trading  account.  (See 
Model   Sets). 

220.  SALES  BOOKS  OR  RECORDS.— Among  the  many  labor 
saving  devices  for  recording  sales  we  illustrate  a  page  of  a  sales  record 
in  duplicate,  the  original  being  detachable  by  perforation.     The  original 
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constitutes  the  bill  and  the  duplicate  the  sales  record,  provision  being 
made  for  three  charges  to  each  page.  It  is  difficult  to  imagine  a  more 
advantageous  arrangement  than  this,  as  the  sales  book  always  shows  an 
exact  copy  of  the  bill. 

221.     SALES   LEDGER. — A   ledger   used  exclusively    for   accounts 
receivable. 
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222.  SALES  LEDGER  COXTROLLIXG  ACCOUNTS.— Ac- 
counts kept  in  a  genetal  ledger  representing  debits  and  credits  to  accounts 
receivable. 

Joi)e's   Sales  Ledger. 


bate 

fbooK 

Folio 

bebits 

M09H) 

bebits 

beb.T 

Me 

ftooK 

Folio 

Credits 

Moi)t1) 
Credits 

12 

I 

R>tilfcii)ce 

U 

G4: 

5o 

12 

31 

Qa*>\) 

IOb 

4^2 

25 

12 

31 

Recnfj.S|)eet 

5if 

526 

Joi)»-f)fl1 

^T 

iqb 

50 

G3& 

J 

Jourf)til 

qi 

3IA- 

15 

84-o 

15 

&H 

5o 

FORf   K 


uun\r\ 

,r> 

-5a! 

,-S 

_edg>ers 

ConTro 

llir)p  flccoyrjts. 

Dote 

Details 

Folio 

bebits 

Debits 

Debit" 

Ibakirjce 

bate 

beteili 

Folio 

Credits 

MooTfily 
Credits 

12 

1 

frcilooces 

ii 

01 

Cash.  IbooK 

Joocs  Ledger 

6A-2 

u 

<J^"")es  Ledier- 

kki 

J  5 

S^'TrjLedAer 

52  1 

20 

6  nxiTIS  Ledger 

.311 

15 

,2 

31 

Recnp  &r)eeT 

Journal 

Jooes  Ledger 

526 

. 

Jooes  Ledier 

1  qi) 

So 

SrViTrj  Ledger 

4-53 

25 

SlViTP,  Lfdi<r 

hk 

50 

I01«f 

10 

Jourrjol 

Jones  Ledoer 

&ik 

n5 

Snv.Tf;  LeJ«e<- 

\qu 

-u> 

U+oo 

-Vo 

(bnloocts 

Joijes  Ledger 

844 

50 

Sl-vt^  Ledger 

133 

50 

223.  SALES  RECAPITULATIONS.— A  summary  of  cash  or 
credit  sales  used  in  department  stores  and  businesses  of  that,  nature  in 
order  to  obtain  daily  totals. 
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224.  SECTIONALIZATION.— (See  "Adjustment"  and  "Control 
ling  Accounts.") 

225.  SINGLE  AVERAGE.— (See  special  article.) 

226.  SINGLE  ENTRY.—  fSee  "Double  Entry.") 

A  recently  published  text  book  of  considerable  value  has  this  to  say 
about  single  entry : 

"The  great  advantage  of  book-keeping  by  double  entry  over  that  of 
single  entry  is  that,  by  the  former,  detailed  profit  and  loss  accounts  may  be 
prepared  each  year  and  compared  with  previous  years,  and  the  source  of 
the  increase  or  decrease  in  the  profit  of  any  year  thus  ascertained,  while  by 
the  latter  system  this  cannot  be  done.  The  causes  leading  up  to  an  increase 
in  the  profit  of  one  year  compared  with  another  are  unascertainable  so  far 
as  books  kept  by  single  entry  are  concerned. 

"Books  kept  by  the  single  entry  system  are  not  capable  of  being 
brought  to  a  balance  at  any  time,  while  by  double  entry  this  is  always 
possible. 

"With  books  kept  by  the  single  entry  system  fraud  can  easily  be  com- 
mitted which  would  be  impossible  by  double  entry.  For  example,  let  it  be 
assumed  that  a  person  keeps  a  cash  book  and  a  personal  ledger,  but  does 
not  keep  his  books  by  double  entry.     When  a  customer  who  is  due  $12  pays 
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his  account,  the  cashier  could  enter  $10  as  received  and  pocket  $2,  while 
in  the  ledger  he  marks  off  the  $12  as  having  heen  paid.  Such  a  fraud  could 
not  be  discovered  unless  all  the  transactions  were  checked." 

227.  SINKING  FUND.— (See  "Reserve  Fund.") 

228.  STATEMENT. — Usually  a  monthly  summary  of  bills  to  cus- 
tomers. 

229.  STATEMENT  OF  AFFAIRS.— A  term  used  to  designate  a 
financial  summary  of  the  conditions  of  a  business  when  not  prepared  from 
double   entry   hooks. 

Also  called  Statement  of  Assets  and  Liabilities. 

230.  STATISTICAL  RECORDS.— Those  records  which  are  pre- 
pared to  show  periodically  quantities  and  amounts  for  purposes  of  com- 
parison and  analysis. 

Examples. — Distribution  of  expense;  analysis  of  pay  roll;  monthly 
comparative  statements  of  profit  and  loss  and  assets  and  liabilities  for  the 
purpose  of  showing  increase  or  decrease  during  a  given  period. 
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231.  STOCK  RECORD. — A  record  of  raw  material,  completed 
and  unfinished  articles  in  a  manufacturing  business. 

A  record  of  purchased  goods  on  hand  in  a  wholesale,  jobbing,  or  retail 
business. 

Records  of  this  kind  are  usually  kept  on  cards. 

232.  SUMMARY  ACCOUNT.— A  term  sometimes  used  to  desig- 
nate accounts  which  deal  with  totals  and  not  with  items. 

Examples. — Capital  account,  representing  total  authorized  capital ; 
Sales  account,  to  which  is  credited  monthly  totals  of  sales;  controlling  ac- 
counts. 

233.  SUNDRIES   ACCOUNT.— An   account  used  to  record  sales 
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to  customers  who  are  not  expected  to  be  permanent,  or  to  record  incidental 
purchases.     (See  special  article). 

234.     SURPLUS, — The  excess  of  assets  over  liabilities  in  a  balance 
sheet. 


STOCK  RECORD. 


235.  SURPLUS  ACCOUNT.— An  account  to  which  is  transferred 
yearly  the  balance  of  the  Profit  and  Loss  account,  thus  providing  that  the 
Profit  and  Loss  account  shall  only  exhibit  the  current  year's  results. 

236.  SUSPENSE  ACCOUNT.— A  summary  account,  to  which  is 
transferred  doubtful  debts  from  the  accounts  receivable  ledger,  and  in 
which  such  accounts  are  retained  until  a  definite  disposition  can  be  made 
of  them. 

237.  SUSPENSE  LEDGER.— In  large  businesses  the  number  of 
doubtful  accounts  is  frequently  large,  necessitating  the  use  of  a^  separate 
ledger  in  which  they  can  be  assembled  and  carefully  watched,  the  aggregate 
of  the  balances  of  such  accounts  being  included  in  the  balance  sheet  as  a 
passive  asset,  a  percentage  usually  being  deducted  as  a  reserve  against  loss. 

238.  TABULAR  LEDGER.— A  term  used  to  designate  ledger- 
arranged  in  daily,  weeklv  or  monthly  sections  across  the  page,  the  names 
of  the  accounts  being  written  at  the  side  of  the  page  instead  of  at  the  top 
as  in  regular  style  ledgers.     (See  "Balance  Ledgers.") 

SI 
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239.     TIME  CAR  I). — A  card  used  to  record  time  expended  by  work- 
men on  the  various  jobs  on  which  they  are  engaged.     A  recapitulation  is 
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made  from  these  time  cards  at  certain  intervals,  showing  total  time  occu- 
pied by  each   man,   and   this   is  agreed   with   the  pay  roll,  the  total   time 
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occupied  by  each  workman  on  each  job  being  assembled  on  the  shop  orders. 
(See  special  article). 

240.  TRADE  DISCOUNT.— (See  "Discount,"  also  special  article). 

241.  TRADING  ACCOUNT.— An  account  dealing  with  expendi- 
tures made  in  the  manufacture  of  product  or  purchase  of  goods  for  sale 
and  cost  of  getting  such  goods  into  a  salable  condition,  to  which  is  credited 
cost  of  goods  turned  over  or  sold  in  the  period  covered  by  the  account ;  or 
by  the  introduction  of  gross  sales  exhibiting  the  gross  or  manufacturing 
profit  prior  to  deduction  of  selling  and  general  administrative  expense. 

Frequently  called  a  trading  statement  when  not  incorporated  in  the 
ledger.  It  is  included  in  the  main  books  of  account  by  transferring  the 
totals  of  the  various  accounts  involved  to  an  account  called  "Trading 
Account." 

Inventory  Jan.  1,  1900 $144,275  00 

Purchases    $200,000  00 

Less  returned  1 ,000  00 

199,000  00 

Labor 95,000  00 

Freight  and  Duty 23,500  00 

Mfg.  Expenses  5,800  00 

Sales    $454,750  00 

Less  returned 4,000  00 

$450,750  00 

Inventory  Dec.  31,  1900 150,000  00 

Gross  profits  on  trading 133,175  00 

$600,750  00  $600,750  00 

242.  TRIAL  BALANCE. — A  trial  balance  is  a  list  of  the  accounts 

remaining  open  in  the  ledger.     The  ledger  folios,  names  of  the  accounts, 

debit  footings,  credit  footings,  and  debit  and  credit  balances  are  listed,  and 

the  total  of  the  debit  footings  should  equal  the  total  credit   footings,  and 

the  total  debit  balances,  equal  the  total  credit  balances.     It  is  taken  off  to 

test  or  try  the  equilibrium  of  the  ledger,  and  in  addition  to  performing  this 

service,  may  be  utilized  to  locate  the  causes  of  discrepancies  between  such 

totals,  if  any  exist.     Tt  provides  the  information  from  which  the  profit  and 

loss   statement   and   balance   sheets   are   prepared,   except   in   book-keeping 

systems   where   resort   must   be   had   to    inventories   and    other   sources   to 

ascertain   all   the   assets   and    liabilities   which     the    books    should     show. 

(See  Model   Sets). 

TRIAL   BALANCE. 

Rills    Payable $     2,600 

Rents    from    Sub-lettings 190 

Incidental     Expenses     $        500 

Wages     17,540 

Salaries     3,005 

Traveling  Expenses    t,430 

Rent,  Rates  and  Taxes 1,850 
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Insurances     90 

Advertising   650 

Commission     : .  .  345 

Discounts  and  Allowance- TOO 

Bank   Interest    and   Charges 150 

Bank    Overdraft    950 

Packing,  &c 350 

Sales  and   Charges — Finished    Goods 05,670 

Sales  and  Charges — Repairs,  &c 4,32.) 

Sales  and  Charges — Packages,  &c 400 

Purchases     10,. 540 

Plating    4,500 

Sundry  Expenses    (Manufacturing  ) 4,890 

Bad    Debts    260 

Cash  in  Hand    105 

Sundry  Debtors   30,250 

Sundry    Creditors     2,300 

Inventory   Jan.    1st 9,560 

Bills    Receivable    5,570 

Plant.  Machinery  and  Tools 4,250 

Capital     10,000 

$  86,435     $  86.435 
Inventory  Feb.  1 $     8,350 

CLASSIFIED  TRIAL  BALA^TCE. 
TRIAL  BALANCF 

ASSETS. 

Cash     $  7,500 

Cash  at   Bank    12,000 

Accounts    Receivable     6,000 

Bills    Receivable    40,000 

Inventories,    Jan.    1st     33,000 

Factory   Buildings    50,000 

Plant    and    Machinery     65,000 

Patent    Rights     4,500 

LIABILITIES. 

Accounts   Payable    $     2,000 

Bills   Payable    15,000 

Preference    Stock     100,000 

Common   Stock    60,000 

Reserve    Account    10,000 

Reserve  for  Bad  Debts   2,5C0 

PROFIT  AND  LOSS. 

General     Expense     $  2,500 

Advertising     1,500 

Commission     900 

Taxes   and    Insurance 2,500 

Salaries     4,000 

Bad    Debts    1,000 

Bank   Charges    500 

Current  Profit  and  Loss $     6,i  0  i 

TRADING  ACCOUNT. 

Purchases     $1 15,000 

Wages     40,()()() 

Factory    Expense    2, (too 

In-freight    and    Duty    3,600 

Sales     $196,000 

$391,500       $391,500 
Inventories,    Feb.    1st    $     36,000 
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TRIAL  BALANCE. 

ASSETS. 

Cash   at   Bank    S  15,358 

Accounts    Receivable     77.970 

Bills    Receivable    7.404 

Inventories    Jan.    1st 19.760 

Leasehold  Coal  Mine,  Plant  and  Machinery 600,000 

Construction  Account    11 .416 

Horses  and   Wagons    13,383 

LIABILITIES. 

Accounts  Payable   $  73,210 

Reserve    Fund    24,314 

Capital    600,000 

PROFIT    AND    LOSS. 

Discount  and  Allowances   S  13,396 

Salaries     5,499 

Auditors   Fees  and  Law   Charges 3,954 

Taxes  and  Insurance 8.051 

General    Expense    3.741 

Subscriptions   and   Donations 1 ,790 

Interim    Dividend     45.000 

Undistributed    Profits    18,078 

TRADING  ACCOUNT. 

Wages     $263,647 

Rents    and   Royalties 35,791 

Stores  Supplies    52.044 

Coal  Used   1 9.7.V2 

Freight  and   Cartage 42. Ml 

Damages     1 .340 

Coal   and   Coke   Sales 526,535 

$1  2*2  137  $1,242,137 
Inventories  Feb.  1st $  20.500 

TRIAL  BALANCE. 

ASSETS. 

Dr.  Cr. 

Cash     $     0,400 

Accounts     Receivable     3.000 

Bills   Receivable    500 

Inventories    Jan.    1st 3,000 

Furniture  and   Fixtures 600 

LIABILITIES. 

Accounts    Payable    $    2,000 

Bills   Payable    500 

Capital     10,000 

PROFIT    AND    LOSS. 

Expense     $     1,000 

Rent    600 

TRADING. 

Purchases     $  20.000 

Discount   on    Purchases    $     1,000 

Sales     32,000 

Discount   on   Sales    400 

$35,500     $35,500 
Inventories    Feb.    1st $    4  300 
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TRIAL  BALANCE. 

ASSETS. 

Cash    ?    1-00° 

Accounts  Receivable    40,000 

Inventories    Jan.    1st 35,000 

Buildings     50>000 

Plant  and  Machinery  25,000 

Loose  Tools,  etc 10,000 

LIABILITIES. 

Accounts  Payable   $     10,500 

Bank    Overdraft    12,000 

Mortgage   Loan    30,000 

Reserve    Against    Bad    Debts 1,200 

Capital   Stock   100,000 

PROFIT  AND  LOSS. 

Salaries     3,500 

Rent.  Taxes  and   Insurance 2,800 

Maintenance  Account,  Buildings  2,000 

Machinery    2,500 

TRADING    ACCOUNT. 

Iron   and    Steel    99,500 

Factory  Supplies   8,000 

Coal  and   Coke    9.000 

In-freight    and    Cartage 8,800 

Wages 37,600 

Bags  and   Packing   3,000 

Factors-    Expense    6,000 

Sales  ' 190,000 

$343,700       $343,700 

Inventories    Feb.    1st $  36,000 

TRIAL  BALANCE. 

ASSETS. 

Cash    $  1.450 

Accounts   Receivable    3,090 

Bills   Receivable    700 

Inventories    Jan.    1st 4,400 

Buildings    3.200 

Machinery     800 

Furniture  and    Fixtures 240 

Good-will   1,700 

LIABILITIES. 

Accounts    Payable    $       772 

Bills    Pavable    610 

Capital    ' 15,000 

PROFIT    AND    LOSS. 

Taxes     $  274 

Salaries     950 

Traveling    Expense    170 

Postage     104 

General    Expense    00 

Had  Debts    224 

TRADING. 

Purchases     $  7.100 

Purchase  Returns   $       300 

Sales    ... _           10>800 

Sales    Returns     1°4 

Wages     , 2.654 

In-freight     Is'-' 

$  27.4S2     $  27,482 
Inventories   Feb.    1st $    3,750 
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243.  TURNOVER. — A  term  used  to  designate  the  cost  of  goods 
sold,  on  which  percentages  of  items  of  cost,  gross  and  net  profit  are  calcu- 
lated. (See  model  sets).  Thus  in  model  set  No.  2,  the  turnovers  are 
obtained  as  follows : 

ILLUSTRATION  OF  TURNOVER. 

Book-Keeper  Beach 

Encyclopaedia.            Library.  Adder. 

Purchases   $1,004  00                     $1,008  00  $3,000  00 

Less   Inventory    860  50                           828  40  2,500  00 

Turnover  or  cost  of  goods 143  50  179  60  500  00 

Sold    for    800  00  193  00  1,850  00 

244.  VOUCHER.— A  receipt. 

A  document  certifying  to  the  correctness  of  a  debit  or  credit  entry,  or 
authorizing  a  petty  cash  expenditure.     (See  "Debit  and  Credit  Tickets.") 

245.  VOUCHER  RECORDS.— A  special  form  of  accounts  payable 
record.      (See  special  article). 

246.  VOUCHER  SYSTEM.— A  term  used  to  designate  the  use  of 
vouchers  in  combination  with  a  voucher  record.     (See  special  article). 

247.  WAGES  ACCOUNT.— A  revenue  account  to  which  is  debited 
amount  of  wages  paid.     Belongs  to  the  Trading  account.     (See  model  set). 

248.  WORKING  BALANCE  SHEET.— A  form  exhibiting  the 
trial  balance,  trading  account,  profit  and  loss  account,  and  balance  sheet  in 
combination,  so  that  their  relation  one  to  the  other  is  clearly  shown.  This 
form  is  found  very  useful  in  making  arbitrary  adjustments.  (For  illus- 
tration see  "Balance  Sheet.") 

249.  WORKING  CAPITAL.— That  portion  of  the  capital  of  a  bus- 
iness used  in  carrying  on  its  active  operations. 

Working  capital  is  frequently  obtained  by  the  issue  of  bonds  or  deben- 
tures, or  by  loans  secured  by  mortgage,  overdrafts  on  bank,  etc. 
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250.  BONUS. — In  corporation  accounting,  a  donation  of  stock  by  a 
o  trporation  in  consideration  of  services  rendered  for  value  received. 

251.  COMMON  STOCK — Ordinary  corporation  capital  stock,  div- 
idends on  which  are  paid  out  of  surplus  remaining  after  all  preferential 
claims  have  been  satisfied,  such  as  interest  on  bonds  or  debentures;  install- 
ments on  reserves  or  sinking  funds;  dividends  to  preferred  creditors. 

252.  CORPORATION. — An  association  of  persons  in  business  or 
otherwise  governed  by  articles  of  incorporation,  by-laws  and  state  regula- 
tions. 

A  corporation  is  an  artificial  being  created  by  laws  composed  of  one 
or  more  natural  persons  who  subsist  as  a  body  politic  under  a  special 
denomination  with  the  capacity  of  perpetual  succession  of  members  with- 
out changing  the  identity  of  the  body,  and  on  acting  within  the  scope  of  its 
charters  or  the  laws  under  which  it  is  organized  as  a  natural  person. 

A  stock  corporation  may  be  described  as  one  in  which  the  authorized 
capital  is  divided  into  shares  of  a  certain  value.  These  shares  entitle  the 
purchasers  to  take  a  part  in  the  management  of  the  corporation  by  voting 
for  the  election  of  certain  persons  as  managers,  directors,  etc.,  the  said 
purchasers  of  stock  are  also  entitled  to  participate  in  the  certified  profits  of 
the  business  in  proportion  to  their  interest  in  the  capital  stock  or  in  the 
assets  of  the  corporation  on  its  dissolution. 

VARIETIES  OF  CORPORATIOXS. 

In  some  states,  business  corporations  are  distinguished  from  moneyed 
corporations  (banking  and  insurance)  and  transportation  corporations 
(railroad  and  telephone). 

There  are  various  kinds  of  corporations  which  have  been  classified 
as  follows : 

Corporations  Aggregate  are  those  composed  of  several  individuals. 

Corporations  Benevolent  are  those  organized  for  charitable  or  bene- 
volent purposes,  such  as  associations  for  the  aid  of  reformed  criminals,  or 
for  the  aid  of  the  blind,  hospitals,  etc.  These  corporations  are  also  termed 
Eleemosynary  Corporations,  as  they  relate  to  charity  or  the  distribution 
of  alms. 

Corporations  Domestic  are  those  transacting  business  within  the  limits 
of  the  btate  in  which  incorporated. 
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Corporations  Foreign  are  those  transacting  business  in  one  state  but 
incorporated  under  the  laws  of  another. 

Corporations  Private  are  those  formed  by  voluntary  association  for 
the  transaction  of  any  lawful  business,  such  as  industrial  or  manufacturing 
corporations,  banks,  insurance  companies. 

Corporations  Public  are  those  organized  for  purposes  of  local  govern- 
ment. 

Counties,  Cities  and  Towns  are  defined  by  some  as  public  corporations, 
and  by  others  as  quasi  corporations. 

Corporations  Sole  consist  of  a  single  individual  possessing  corporate 
powers.  There  are  no  such  corporations  in  the  United  States,  but  the 
bishops  of  the  Established  Church  of  England  each  constitute  a  sole  cor- 
poration, in  order  to  establish  a  direct  succession  from  one  holder  to  another 
without  the  intervention  in  any  way  of  executors  or  administrators. 

Double  Liability  Corporations  are  those  whose  stockholders  are  liable 
for  twice  the  amount  of  their  stock  subscriptions.  The  United  States 
National  Banks  are  double  liability  corporations,  the  double  liability  being 
in  the  nature  of  a  safeguard  to  the  depositors. 

Limited  Liability  Corporations  are  those  in  which  the  stockholders  are 
liable  only  for  the  amount  of  stock  subscribed  for. 

These  organizations  will  undoubtedly  before  long  be  universally  sub- 
stituted for  sole  proprietorship  or  partnerships  on  account  of  the  numerous 
advantages  of  this  form  of  organization.  It  permits  the  sole  proprietor  to 
admit  his  valuable  employes  to  an  interest  in  the  business  at  small  cost  and 
ni )  inconvenience,  and  it  secures  each  member  of  the  corporation  from  any 
liability  on  behalf  of  debts  contracted  by  other  members  or  officers  of  the 
company. 

253.  CERTIFICATE  OF  INCORPORATION.— See  regular  ref- 
erence dictionary,  paragraph  53. 

254.  CHARTER. — The  certificate  of  incorporation  or  articles  of 
association.     It  should  contain  the  following  particulars  : 

(a)  The  name  of  the  corporation. 

(b)  The  place  where  the  principal  business  is  to  be  transacted. 

(c)  The  purposes  for  which  the  corporation  is  created. 

(d)  The  duration  or  existence  of  the  corporation. 

(e)  The  number  and  names  of  the  directors  appointed  by  the  incor- 
porators. 

(f)  The  amount  of  the  capital  stock,  the  number  of  shares  into  which 
it  is  divided  and  the  par  value  of  each  share. 
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(g)      The  amount  of  the  capital  stock  actually  subscribed,  the  names 
of  the  subscribers  and  the  amounts  subscribed  by  each, 
(h)      Signatures  of  subscribers, 
(i)     Acknowledgment  by  subscribers. 

255.  CUMULATIVE  PREFERENCE  STOCK.— Corporation 
stock  on  which  certain  dividends  are  guaranteed  annually,  said  dividends 
not  being  dependent  on  the  earnings  of  any  one  year,  but  if  sufficient  has 
not  been  earned  by  the  corporation  in  one  year  to  discharge  the  liability  it 
remains  a  preferred  charge  against  the  profits  of  succeeding  years  until  paid 
in  full. 

256.  DEBENTURE  COUPON  REGISTER.— The  illustration  will 
show  at  a  glance  what  coupons  have  been  paid  and  the  amount  remaining 
unpaid. 
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257.  GUARANTEED  STOCK.— Preferred,  or  cumulative  pre- 
ferred stock.     (See  under  those  headings). 

258.  INSTALMENT  DIVIDEND.— A  dividend  paid  in  unpaid 
subscription  stock  instead  of  in  cash  where  stock  subscription  is  payable  by 
instalments  or  assessments. 

259.  INCORPORATING.  ADVANTAGES  OF.— Each  stock- 
holder is  liable  only  for  the  amount  of  stock  subscribed. 

A  corporation,  whenever  in  need  of  increase  in  the  working  capital  can 
issue  debenture  bonds,  and  place  same  on  the  public  market  without  giving 
chattel  mortgage.  Nobody  knows  what  a  trust  deed  may  include,  but  a 
chattel  mortgage  must  be  registered  in  a  Court  of  Record,  which  records 
are  published. 

If  the  management  of  a  company  is  intrusted  to  some  stockholder,  who 
proves  to  be  inefficient,  he  may  be  removed  by  vote  of  the  majority  of  the 
stock,  and  someone  else  appointed. 
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260.  INSTALMENT  SCRIP  BOOK.— A  book  of  blank  receipts 
rilled  out  and  signed  by  the  secretary  and  treasurer  and  handed  to  the 
stockholder  as  instalments  are  paid.  Postings  are  made  from  the  stub  both 
to  general  cash  book  and  the  stockholder's  ledger.  Upon  payment  of  the 
last  instalment  the  scrip  is  exchanged  for  stock  certificates. 

261.  MINUTE  BOOK. — This  is  the  record  of  the  meetings  of  stock- 
holders and  board  of  directors.  The  record  is  usually  entered  up  by  the 
secretary. 

262.  NON-ASSESSABLE  STOCK.— Stock,  the  purchasers  of 
which  are  guaranteed  against  assessments  in  respect  to  any  obligations 
entered  into  by  the  corporation  from  whom  it  is  purchased. 

263.  NON-CUMULATIVE  PREFERENCE  STOCK.— Stock,  the 
purchasers  of  which  have  no  claim  in  respect  to  dividends  not  earned  in  any 
one  year.     (Also  see  "Cumulative  Preference  Stock.") 

264.  PERPETUAL  DEBENTURE  STOCK.— Debentures  issued 
on  the  condition  that  the  principal  shall  not  be  payable  while  the  interest 
payments  are  maintained. 

265.  PREFERRED  STOCK.— Stock  on  which  dividends  of  a  cer- 
tain amount  are  guaranteed,  said  dividends  being  payable  to  the  owners  of 
preferred  stock  in  priority  to  any  distribution  to  the  holders  of  common 
stock. 

266.  PRELIMINARY  EXPENSE.— Expense  incurred  in  the  or- 
ganization of  a  corporation,  such  as  promotion,  discount  on  stock  sold,  etc. 

This  expense  is  generally  carried  on  the  books  as  a  fictitious  asset, 
being  gradually  extinguished  by  charging  off  a  certain  proportion  annually. 
The  justification  of  this  method  of  treating  preliminary  expense  is  that  it 
is  not  incurred  for  the  particular  benefit  of  the  first  year's  business,  and  it 
is  only  fair,  therefore,  to  spread  the  cost  of  organization  over  several  years. 

267.  PRONY. — The  agency  of  another  who  acts  as  a  substitute  for 
his  principal. 

The  instrument  by  which  a  person  is  appointed  so  to  act. 
The  authority  exhibited  by  a  person  other  than  a  stockholder  to  secure 
the  right  of  voting  at  an  election  of  an  incorporated  company. 

EXAMPLE. 
FIRST  MEETING  OF  INCORPORATORS. 

Know  all  Men  by  These  Presents, 

That  the  undersigned,  a  Subscriber  for   shares  of  the  capital 

stock  of  the  Corporation  above  named,  organized  under  the  laws  of  the  State  of 
Delaware,  having  its  principal  Delaware  office  and  being  registered  witli  the  Dela- 
ware  Trust   Company   at   Wilmington,   Delaware,   do   hereby   constitute   and   appoint 

my  true  and   lawful   attorney,   in   my   name,   place 

and  stead,  to  vote  upon  the  stock  subscribed   for  by  me  or  standing  in  my   name,  a- 
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my  proxy,  at  the  meeting  of  the  Incorporators  and  Subscribers  to  the  capital  stock 
of  the  said  Company,  to  be  held  at  the  Company's  office,  Wilmington,  Delaware,  on 

the day  of 190. .,  or  on  such  other  day  as  the  meeting 

may  be  thereafter  held  by  adjournment  or  otherwise,  according  to  the  number  of 
votes  I  am  now  or  may  then  be  entitled  to  cast,  hereby  granting  the  said  attorney 
full  power  and  authority  to  act  for  me  and  in  my  name  at  the  said  meeting  or  meet- 
ings, in  voting  for  Directors  of  the  said  Company  or  otherwise,  and  in  the  transac- 
tion of  any  other  business  which  may  come  before  the  meeting,  as  fully  as  I  could 
do  if  personally  present,  and  hereby  expressly  ratifying  and  confirming  all  that 
my   -aid   attorney  may  do   in  my  place,  name  and   stead. 

In  Witness  Whereof,  I  have  hereunto  set  my  hand  and  seal  this 

day  of  190.  . . . 

Witness.  (seal.) 

268.  STOCK  DONATED  FOR  WORKING  CAPITAL.— The 
method  of  treating  transactions  of  this  nature  frequently  puzzles  the  book- 
keeper.   As  a  general  rule  the  following  formula  would  answer  the  purpose. 

When  the  stock  is  received,  debit  Treasury  Stock  account  and  credit 
W<  »rking  Capital  account. 

As  the  stock  is  sold,  debit  Cash  and  credit  Treasury  Stock  account. 

When  all  the  stock  has  been  sold  Treasury  Stock  account  will  be  closed 
and  Working  Capital  account  will  exhibit  the  extra  amount  of  capital 
secured  for  the  business. 

269.  STOCK  JOURNAL. — A  regular  styled  journal  used  for  mak- 
ing original  entries  of  transfers,  etc. 

270.  STOCK  LEDGER. — A  regular  style  ledger  in  which  are  car- 
ried individual  accounts  of  stockholders.  The  balancing  account  is  a  sub- 
scription account,  to  which  is  credited  the  total  amount  of  authorized  cap- 
ital. 

271.  STOCK  SUBSCRIPTION.— It  is  usual,  immediately  upon 
i  irganization,  to  determine  by  resolution  how  the  stock  will  be  disposed  of. 
If  subscriptions  thereto  are  to  be  taken,  the  incorporators  may  decide 
whether  such  subscriptions  are  to  be  paid  at  one  time,  or  in  instalments,  and 
upon  what  terms ;  or  they  may  depute  that  power  to  the  next  board  of 
directors.  We  will  presume  that  in  this  instance  it  is  decided  that  25  per 
cent  shall  be  paid  November  1,  1897,  25  per  cent  in  two  months  from  that 
•  late,  25  per  cent  four  months  later,  and  the  remainder  when  called  for  by 
the  beard  of  directors;  and  that  business  may  be  commenced  when  not  less 
than  $ shall  have  been  subscribed. 

A  subscription  list  is  then  opened  in  form  as  follows,  and  we  will  sup- 
j  ose  signatures,  etc..  to  be  secured  as  thereon  entered: 

Date  Name  and  Address  No.  of  Shares  Amount 
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We,  the  undersigned,  severally  subscribe  to  the  capital  stock  of  the 
,  in  the  amount  and  for  the  number  of  shares  set  oppo- 
site our  respective  names,  and  agree  to  pay  for  the  same  as  follows :  Twen- 
ty-five per  cent  November  1,  1897 ;  25  per  cent  January  1,  1898  ;  :25  per  cent 
May  1,  1898;  and  the  remainder  when  called  for  by  the  board  of  directors. 

272.  TREASURY  STOCK.— Capital  stock  unsubscribed. 

Stock  which  has  been  acquired  by  a  corporation  from  the  original 
owners,  either  by  way  of  purchase  or  donation. 

273.  WATERED  STOCK.— That  part  of  capital  stock  which  is  not 
represented  by  actual  assets  but  by  inflated,  fictitious  or  anticipated  value-. 

Examples. — Patents,  copyrights,  franchise,  promotion  expense,  adver- 
tising-, good-will,  etc. 
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274.  MODEL  SET  NO.  1.— The  first  set  of  books  illustrated  deals 
exclusively  with  accounts  receivable,  exhibiting  the  uses  of  Controlling  and 
Sales  accounts  and  the  treatment  of  cash  discount. 

The  accounts  receivable  in  this  example  are  carried  in  a  separate 
ledger,  and  the  receipts  from  customers  are  entered  in  a  separate  cash  book. 

We  first  show  a  regular  style  sales  book,  in  which  the  charges  are 
entered  as  orders  are  complete.  The  salesman  enters  the  orders  as  received 
on  duplicate  order  blanks,  the  originals  being  retained  in  the  office  and  the 
duplicates  going  to  the  superintendent  in  the  shop. 

In  the  printing  business  prices  are  sometimes  made  when  order  is  given 
and  sometimes  fixed  on  completion  of  the  job.  There  may  also  be  several 
jobs  running  for  one  customer,  all  of  which  will  be  delivered  together,  so 
when  the  job  is  completed  the  particulars  are  assembled  in  the  sales  book 
for  convenience  of  posting. 

At  the  end  of  the  month  a  journal  entry  is  made  as  follows: 

Sales  Ledger  Account,  Dr.  m 

To  Sales   Account,   Cr. 
For  total  amount  of  the  month's  sales. 

275.  The  Sales  Ledger  account  is  the  Controlling  account  (see  Refer- 
ence Dictionary,  paragraph  76)  and  being  debited  with  the  total  charges 
to  customers  represents  the  itemized  charges  made  in  the  sales  books. 

276.  The  charges  in  the  sales  book  are  debited  to  the  respective  cus- 
tomers' acccounts  carried  in  the  customers'  ledger,  and  the  sum  of  these 
debits  must  agree  with  the  total  debited  to  Sales  Ledger  account,  as  if  any 
error  is  made  it  will  not  be  possible  to  obtain  a  trial  balance. 

277.  Sales  account  is  the  double  entry  credit  made  to  offset  the  debits 
to  the  customers  and  is  a  very  useful  statistical  account. 

All  goods  returned  by  customers  and  all  allowances  made  to  customers 
are  debited  to  Sales  account,  so  that  this  account  always  shows  the  actual 
net  sales. 

The  remittances  received  from  customers  in  payment  of  their  accounts 
are  credited  through  the  accounts  receivable  cash  book  as  shown  in  illus- 
tration. 

278.  The  discounts  are  entered  in  a  separate  column  and  the  amount 
of  cash  and  discount  added  together  posted  to  the  credit  of  the  customers' 
accounts  in  the  ledger.     It  is,  however,  generally  considered  preferable  to 
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post  the  items  of  discount  and  actual  cash  receipts  separately  to  the  credit  of 
the  customer,  for  explanation  of  which  see  Reference  Dictionary,  paragraph 
51.  At  the  end  of  the  month  the  total  of  the  discount  column  is  debited  to 
Discount  account,  which  is  an  expense  account,  and  the  total  receipts  and 
discounts  are  credited  to  Sales  Ledger  account,  which  will  now  contain  all 
the  items  posted  to  the  customers'  ledger,  and  the  balance,  therefore,  of  the 
Sales  Ledger  acounts  will  exactly  equal  the  aggregate  outstanding  balances 
listed  from  the  accounts  receivable  ledger,  as  will  be  seen  from  the  list  of 
accounts  receivable,  or  sales  ledger,  balances. 

279.  The  advantages  of  the  Controlling  account  are  here  clearly  seen. 
This  account  is  made  up  from  the  totals  of  the  columns,  while  sales  ledger 
accounts  are  made  up  of  the  various  items.  The  Sales  Ledger  Controlling 
account,  therefore,  not  only  checks  the  accuracy  of  the  work  on  the  sales 
ledger,  but  also  very  much  lightens  the  labor  of  obtaining  a  trial  balance, 
as  the  balance  of  the  Controlling  account  is  incorporated  in  the  trial  balance 
instead  of  the  itemized  outstanding  balances  listed  from  the  sales  ledger. 

Cash  received  is  turned  over  each  day  to  the  cashier,  who  is  debited 
with  same  as  shown  in  the  trial  balance. 

280.  The  Sales,  Discount,  and  General  Cashier's  account,  and  other 
accounts  of  this  class,  are  usually  kept  in  a  separate  ledger  called  the  gen- 
eral, or  private,  ledger.  They  are  included  in  the  present  trial  balance  for 
convenience  of  demonstration.  The  general  ledger  will  be  exemplified  in 
Model  Sets  No.  2  and  :J. 
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Model  Set  No.  II 


285.  MODEL  SET  NO.  2.— In  this  model  set  we  illustrate  business 
transactions  in  a  more  complete  form  than  those  exhibited  in  Model  Set 
No!  1. 

F.  Robinson  &  Co.  organized  a  business  with  a  capital  of  $5,000  for  the 
purpose  of  dealing  in  certain  books  and  calculating  machines,  and  they  in- 
vest $1000  in  the  purchase  of  Encyclopaedias,  $1000  in  the  purchase  of  a 
series  of  text  books  called  The  Book-keepers'  Library,  and  $3000  in  the 
purchase  of  Beach  Adding  Machines. 

They  carry  their  accounts  receivable  in  an  accounts  receivable,  or  sales 
ledger,  and  their  trading  and  revenue  accounts  in  a  general  ledger,  a  con- 
trolling account  with  the  accounts  receivable  ledger  being  kept  in  the  gen- 
eral ledger  on  the  principle  illustrated  in  our  first  model  set,  the  trial  bal- 
ance being  taken  from  the  general  ledger  and  the  balances  of  the  accounts 
receivable  ledger  verified  by  listing  the  balances  of  accounts  receivable  as  per 
illustration. 

286.  Separate  accounts  are  carried  with  purchases  and  sales  in  the 
three  departments  of  the  business,  so  that  the  net  amount  of  each  may  be 
ascertained  at  any  time. 

287.  The  sales  book  is  provided  with  separate  columns  for  each  de- 
partment, the  totals  of  the  departmental  columns  being  posted  to  the  credit 
of  the  departmental  accounts  in  the  general  ledger. 

288.  In  order  to  arrive  at  the  loss  or  gain  made  by  each  department, 
the  purchases,  sales,  and  inventories  of  books  and  machines  on  hand  are 
assembled  in  the  departmental  trading  accounts  as  per  illustration,  thus 
exhibiting  the  gross  profit  made  on  the  sale  of  Encyclopaedias,  the  Book- 
Keepers'  Library  and  the  Beach  Adding  Machine. 

289.  The  gross  profit  made  by  each  department  is  then  transferred  to 
the  credit  of  the  Profit  and  Loss  account,  to  which  is  debited  the  expense  of 
selling  and  general  management  of  the  business,  the  resultant  balance  being 
net  profit. 

290.  A  cash-journal  is  usually  so  arranged  as  to  embrace  both  cash 
receipts  and  expenditures,  together  with  all  cross,  adjusting,  closing,  or 
other  entries  for  which  an  ordinary  journal  is  employed.  A  cash-journal  is 
an  ordinary  journal  with  special  columns  added  for  cash  receipts  and  cash 
expenditures.  In  the  illustration  a  separate  debit  is  made  for  each  credit  to 
cash  and  a  separate  credit  for  each  debit  to  cash,  but  in  a  large  business  a 
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number  of  remittances  from  customers,  for  example,  would  be  entered  and 
the  total  of  these  remittances  debited  to  cash.  A  number  of  checks  would 
be  issued  and  the  total  of  same  credited  to  cash,  thus  saving  time  and  un- 
necessary writing. 

291.  In  our  illustration  it  is  supposed  that  cash  on  hand  and  at  bank 
are  amalgamated,  the  bank  account  being  kept  on  the  stub  of  an  ordinary 
check  book  in  the  regular  way.  Thus,  in  order  to  ascertain  how  much  cash 
should  be  on  hand  and  how  much  at  bank,  the  bank  balance,  as  shown  on 
stub  of  check  book,  is  deducted  from  the  cash  balance  as  shown  in  cash- 
journal.     The  difference  represents  the  amount  which  should  be  in  the  till. 

The  account  kept  on  the  stub  of  check  book  is  a  record  of  deposits  in 
bank  and  of  checks  issued.  The  latter  being  deducted  from  the  former  will 
show  balance  at  bank. 

292.  The  surplus  shown  on  the  balance  sheet  must  agree  with  the 
surplus  shown  in  the  Profit  &  Loss  account,  and  to  illustrate  this,  we 
exhibit  a  working  form  of  balance  sheet,  showing  the  inter-relation  of  Trad- 
ing and  Profit  &  Loss  accounts  and  Balance  Sheet,  and  the  agreement 
between  the  balance  of  the  Profit  &  Loss  account  and  the  balance,  or  surplus, 
shown  on  the  Balance  Sheet. 

293.  After  inventory  has  been  taken  the  amount  is  debited  to  Inven- 
tory account  in  the  general  ledger  and  becomes  an  asset  in  the  Balance 
Sheet  and  a  credit  to  Profit  &  Loss.  (See  Reference  Dictionary,  paragraph 
184). 

The  inventory  actually  represents  a  part  of  excess  of  sales  over  pur- 
chases, this  being  the  reason  why  it  is  credited  to  the  Profit  &  Loss  account. 
In  order  to  make  this  clear  we  will  explain  that  in  a  regular  Mdse.  account 
the  purchases  are  debited  and  sales  credited,  and  we  will  suppose  the  totals 
respectively  are  purchases,  $5000;  sales,  $8000;  inventory  on  hand,  $1000. 
Without  the  addition  of  the  inventory  the  credit  to  Profit  &  Loss  would  be 
$8000  to  balance  the  account,  whereas  the  actual  profit  made  was  $4000  as 
shown  below  : 

Purchases    $-">000  00 

Less  Invent<  try  <  in  hand 1000  00 

Turnover    4000  00 

Sold  for    8000  00 

Gross   Profit    $4000  00 

294.  The  footing  of  the  total  column  of  the  sales  book  is  debited  to 
Accounts  Receivable  Controlling  account  and  credited  to  Sales.  The  foot- 
ing of  the  Accounts  Receivable  Credit  column  in  the  cash-journal  is  cred- 
ited to  Accounts  Receivable  Controlling  account.  (See  Reference  Diction- 
ary, paragraph  76). 
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305.  MODEL  SET  XO.  3.— Our  third  set  is  more  fully  developed 
than  the  preceding  ones,  consisting  of  the  following  forms  and  tables : 

Balance   Sheet,  Jan.   1,   1903. 

Transactions  for  month  of  January 

Purchase  Book 

Sales  Book 

Cross   Entry  Journal 

Check  Register  (2  form-) 

Cash  Book  (2  forms) 

Combination  Cash-Journal 

Customers'  Ledger 

Creditors'    Ledger 

General  Ledger 

Trial   Balance.  Jan.  31,  1903 

List  of  Customers'  Ledger  Balances 

List   of  Creditors'   Ledger   Balances 

Balance   Sheet.  Jan.  31.   1903 

Comparative   Statement  of   Increase   and   Decrease    ~:    As-ets 

and  Liabilities. 
Trading  Account.  Jan.  31,  1903 
Profit  and   Loss  Account.  Jan.  31,  1903 
Turnover 
Percentages  on  Turnover. 

The  business  of  the  previous  year  has  been  closed,  the  books  showing 
an  undistributed  surplus  of  $837. 

The  general  scheme  of  the  accounts  is  a  division  into  three  sections — 
Accounts  Receivable.  Accounts  Payable,  and  General,  each  of  these  sections 
to  be  proved  separately. 

Controlling  accounts  with  the  first  two  sections  are  carried  in  the  gen- 
eral ledger  so  that  the  complete  Trial  Balance.  Balance  Sheet.  Trading  and 
Profit  &  Loss  Accounts  are  obtained  from  this  ledger.  The  books  kept  are 
purchase  book :  sales  book ;  cross-entry  journal :  cash  book ;  accounts  receiv- 
able, or  sales  ledger  section :  accounts  payable,  or  purchase  ledger  section : 
general  ledger  section. 

The  transactions  of  the  business  during  the  month  of  January  are  listed 
under  the  heading  of  Schedule  A. 

306.  Purchase  Book. — The  purchase  book  is  ruled  with  columns 
for  purchases  and  returns  and  allowances.  At  the  end  of  the  month  the 
total  purchases  are  debited  to  Purchase  account  and  credited  to  Accounts 
Payable  account  in  the  general  ledger.  The  total  returns  and  allowances 
are  credited  to  Purchase  account  and  debited  to  Accounts  Payable  account 
in     the     general    ledger.     The    items    are    posted    to    individual    accounts 
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with  creditors  in  the  Accounts  Payable  Ledger  section.  Thus  it  will  be 
seen  that  the  posting  of  the  totals  to  the  Accounts  Payable  account  in  the 
general  ledger  exactly  represents  the  posting  of  the  individual  items  to  the 
Accounts  Payable  Ledger  section. 

As  explained  elsewhere  (see  Purchase  Record,  Voucher  Record,  etc.) 
records  of  purchases  are  not  always  kept  in  books,  especially  in  large  busi- 
nesses, but  this  is  the  most  convenient  form  of  demonstration.  The  same 
remark  applies  to  sales  books. 

307.  Sales  Book. — The  sales  book  is  ruled  with  two  columns  for 
sales  and  returns  and  allowances.  At  the  end  of  the  month  the  total  sales 
are  credited  to  Sales  account  and  debited  to  Accounts  Receivable  account  in 
the  general  ledger.  The  total  returns  and  allowances  are  debited  to  Sales 
account  and  credited  to  Accounts  Receivable  in  the  general  ledger.  The 
items  are  posted  to  the  individual  accounts  with  customers  in  the  Accounts 
Receivable  Ledger  section.  Thus  it  will  be  seen  that  the  posting  of  the 
totals  to  the  Accounts  Receivable  account  in  the  general  ledger  exactly  rep- 
resents the  posting  of  the  individual  items  to  the  Accounts  Receivable 
Ledger  section. 

308.  Journal. — In  the  cross-entry  journal  separate  columns  are  pro- 
vided for  each  ledger  section. 

In  this  journal  are  entered  air  items  which  are  not  directly  concerned 
with  sales,  purchases  or  cash.  A  note  given  or  received,  or  a  transfer  from 
one  account  to  another  would  be  recorded  in  this  book.  Thus,  B.  Warren's 
note  is  considered  uncollectible  and  it  is  therefore  transferred  to  a  Bills  Re- 
ceivable Suspense  account,  where  it  can  be  watched  and  will  not  be  over- 
looked. In  a  large  business  doubtful  notes  are  sometimes  numerous,  and  if 
left  in  the  same  account  with  the  good  notes  they  are  liable  to  be  forgotten 
so  that  proper  steps  will  not  be  taken  to  enforce  collection  while  there  is  a 
chance  of  making  recovery. 

A  dividend  of  10%  is  declared  but  not  paid  in  cash.  It  is  therefore 
credited  to  the  accounts  of  stockholders  through  the  journal. 

At  the  end  of  the  month  B.  Warren's  note  is  found  to  be  worthless. 
It  is  of  no  benefit  to  continue  to  carry  this  note  as  an  asset,  and  it  is  therefore 
transferred  from  Bills  Receivable  Suspense  account  to  Profit  &  Loss  as  a 
charge  against  the  profits  of  the  month. 

A  show  case  has  been  broken  and  will  have  to  be  replaced.  The  value 
of  this  show  case  is  therefore  debited  to  Profit  &  Loss  and  credited  to  Fur- 
niture and  Fixtures  account,  thus  reducing  the  value  of  that  asset  which 
stood  on  the  books  at  $400.  This  is  also  a  charge  against  the  profits  of 
the  month. 
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309.  In  this  journal  we  have  illustrated  the  working  of  the  check 
figure  11,  which  is  explained  in  special  article  (Special  Pointers  for  Book- 
keepers, paragraph  382).  The  student  should  work  out  these  check  figures 
according  to  the  rules  given.  When  the  footing  of  a  column  of  check  fig- 
ures amounts  to  11,  or  any  multiple  of  11,  the  final  check  figure  is  zero. 

310.  Cash  Book  No.  1. — Cash  book  No.  1  is  ruled  with  separate 
columns  for  ledger  sections,  but  columns  are  not  provided  for  accounts  pay- 
able on  the  receipt  side  and  accounts  receivable  on  the  disbursement  side 
because  no  cash  transactions  are  anticipated  in  these  directions. 

A  special  column  is  provided  for  cash  sales  so  that  the  amount  of  busi- 
ness in  this  way  can  be  compared  month  by  month  and  any  falling  off* 
promptly  noted  and  investigated. 

Discount,  properly  speaking,  belongs  to  the  cross-entry  journal,  but  is 
carried  in  the  cash  book  to  save  labor,  and  for  convenient  reference.  This 
plan  obviates  the  rewriting  of  names  of  customers  who  have  deducted  dis- 
count, and  by  placing  the  discount  column  adjacent  to  the  accounts  receiv- 
able column  the  full  particulars  of  the  settlement  of  accounts  are  seen  at  a 
glance. 

Discount  is  sometimes  credited  separately  to  the  customers'  account 
and  sometimes  the  total  of  the  bill  is  credited  in  one  amount.  In  either  case 
the  customer  must  receive  credit  for  both  amount  of  remittance  and  discount 
deducted.  In  cash  book  No.  1  we  post  the  discount  separately  and  this  we 
believe  to  be  the  better  plan.     (See  reference  dictionary,  paragraph  51). 

The  total  of  the  discount  column  is  posted  at  the  end  of  the  month  to 
the  debit  of  Interest  &  Discount  account  in  the  general  ledger  section. 

The  same  remark  applies  to  the  treatment  of  discount  on  the  disburse- 
ment side. 

On  the  disbursement  sides  of  the  cash  book  a  special  column  is  pro- 
vided for  expense.  This  is  to  save  labor  in  posting,  it  being  expected  that 
numerous  items  will  be  entered  in  this  column  and,  instead  of  posting  these 
items  one  by  one,  only  the  total  is  posted  at  the  end  of  the  month. 

In  this  form  of  cash  book  columns  are  also  provided  for  bank  deposits 
and  bank  withdrawals  in  order  to  show  on  the  cash  book  both  the  balance 
on  hand  and  at  bank.  These  bank  columns  are  merely  memorandum,  the 
total  cash  on  hand  being  brought  forward  in  the  general  ledger  column  on 
the  receipt  side.  The  difference  between  this  amount  and  the  amount 
brought  forward  in  the  bank  deposit  column  is  cash  on  hand  in  the  drawer. 

311.  In  many  businesses  a  separate  record  of  bank  deposits  and  with- 
drawals is  carried.     This  record  is  usually  called  a  check  register.     (See 
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Check  Register  No.  1).  The  balance  at  bank  is  entered  in  the  balance  col- 
umn at  the  end  of  each  day.  It  is  not  necessary  to  rule  this  record  off  at 
the  end  of  each  month,  and  the  ruling  is  made  in  the  illustration  in  order  to 
show  proof  of  the  balance  by  totals. 

The  "check"  column  illustrated  in  the  cash  book  is  used  for  check 
marks,  the  mark  being  inserted  as  each  item  is  posted,  the  folios  having 
been  previously  inserted  in  the  folio  column  from  the  index.  This  is  a 
labor-saving  method,  as  it  is  much  quicker  to  post  direct  from  the  inserted 
folios  than  to  refer  to  the  index  as  each  posting  is  made. 

312.  Cash  Book  No.  2. — As  the  books  may  be  arranged  advantage- 
ously otherwise,  we  illustrate  a  form  which  includes  the  "Imprest  System 
of  Petty  Cash"  (See  Reference  Dictionary,  paragraph  179).  As  the  para- 
graph referred  to  gives  full  particulars  it  is  unnecessary  to  go  into  a  full 
explanation  here.  Special  columns  are  provided  for  petty  cash  on  both 
sides  of  the  cash  book. 

By  providing  a  column  for  bank  deposits  on  the  disbursement  side  of 
the  cash  book  the  balance  of  the  cash  book  is  effected,  the  bank  deposit  and 
the  petty  cash  columns  together  accounting  for  all  cash  receipts. 

By  this  method  a  separate  record  of  bank  deposits  and  withdrawals  is 
necessary  in  order  to  show  the  disposition  of  cash  deposited  in  bank.  (See 
Check  Register.  No.  2.) 

Posting  is  made  direct  from  the  check  register.  The  record  of  bank 
deposits  and  withdrawals  could  be  carried  on  the  stub  of  the  check  book, 
but  we  believe  a  separate  check  register  is  more  satisfactory  and  more  con- 
venient for  reference. 

Where  check  registers  are  used  the  checks  should  be  made  in  pads,  as 
the  stub  is  unnecessary  and  involves  a  duplication  of  work  in  rewriting 
names  and  amounts  twice,  once  in  the  check  book  and  again  in  the  check 
register. 

313.  Cash-Jocrnal. — We  also  illustrate  the  same  transactions 
carried  in  the  cash-journal.  As  the  cash-journal  has  been  explained  in  a 
previous  Model  Set  it  is  unnecessary  to  repeat  the  explanation.  The  balance 
of  the  cash-journal  is  effected  by  making  a  summary  of  the  totals  of  the 
debit  and  credit  columns  as  follows: 

Discount     $       7  00      Cash    $1552  00 

Cash    1552  00      Accounts    Receivable    861  50 

Accounts    Receivable    100  00      General    Ledger    1527  50 

General    Ledger    1060  00 

Accounts    Payable    800  00 

Expense     72  00 

Rent    150  00 

Salaries    200  00 

$3941  00  $3941  00 
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When  cash  is  brought  forward  it  is  debited  in  the  cash  column  and 
credited  in  the  general  ledger  column,  no  posting  being  made.  At  the  end 
of  the  month,  the  balance  on  hand,  $637.50,  is  credited  in  the  cash  column 
and  debited  in  the  general  ledger  column.  At  the  end  of  the  month  the  new 
balance  of  cash  and  bank  is  entered  in  the  balance  column  of  the  cash  ac- 
count in  the  general  ledger  so  that  the  balances  of  general  ledger  accounts 
will  agree  with  the  amounts  shown  in  the  balance  sheet. 

314.  Customers'  and  Creditors'  Ledgers. — The  balance  column 
provided  is  a  labor-saving  device,  as  by  this  method  all  ruling  off  of  accounts 
is  done  away  with,  the  outstanding  balances  being  entered  in  the  balance 
columns  at  the  end  of  each  month  in  ink.  Those  accounts  which  are  paid 
may  be  checked  off,  showing  exactly  what  items  are  outstanding.  The  new 
balances  of  cash  and  inventory  (inventory  being  treated  in  the  same  way 
as  cash)  are  simply  entered  in  the  balance  columns,  it  being  unnecessary  to 
enter  the  amounts  in  the  ledger  debit  columns  as  no  purpose  is  served 
thereby. 

315.  Trial  Balance. — At  the  close  of  the  month's  business  a  trial 
balance  is  taken  off  the  general  ledger  as  per  illustration,  and  from  this  trial 
balance  the  items  pertaining  to  Trading  and  Profit  &  Loss  accounts  and 
Balance  Sheet  are  drawn. 

316.  Closing  Entries. — After  the  trial  balance  has  been  agreed  the 

closing  entries  are  made  as  follows : 

Debj,t.  Credit. 

Inventory     $1400  00 

To   Trading   Account    $1400  00 

Sales     1417  00 

To  Trading   Account    1417  00 

Trading   Account    833  00 

To   Purchase   Account    833  00 

Profit  and  Loss   371  50 

To    Interest   and   Discount    50 

Expense     21   50 

Rent    150  00 

Salaries     200  00 

317.  Adjusting  Entry. — Fire  insurance,  $50,  has  been  paid  in 
advance  for  twelve  months.  There  are,  therefore,  eleven  months  of  insur- 
ance unexpired  which  constitutes  an  asset  of  the  business.  We  therefore 
make  the  following  adjusting  entry. 

Debit.  Credit. 

Profit  and  Loss  4  16 

Insurance    Account    4  16 

The  balance  of  insurance  account,  $45. 84,  is  carried  as  an  asset. 
It  is  usual  in  most  businesses  to  present  to  the  proprietors  a  summary 
of  the  Profit  and  Loss  account  as  per  illustration  presented. 
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318.  The  balance  sheet  now  shows  a  net  gain  of  $343.34  for  the 
month,  which  amount  should  be  transferred  to  the  Surplus  account,  so  that 
the  Profit  and  Loss  account  at  the  end  of  February  will  show  the  exact 
gain  for  that  month,  and  so  on,  for  each  succeeding  month. 

319.  Comparative  Statement  of  Increase  and  Decrease  of 
Assets  and  Liabilities. — This  is  a  very  valuable  statistical  statement  for 
the  proprietors  of  the  business  as  it  shows  exactly  in  what  directions  the 
profit  or  loss  incurred  in  the  business  during  a  particular  period  has  occurred. 

.  320.  Turnover. — The  turnover  is  the  only  correct  basis  for  obtain- 
ing comparative  percentages  because  the  basis  is  invariable.  (See  Refer- 
ence Dictionary,  paragraph  243.) 

321.  Percentages  on  turnover  constitute  a  very  valuable  statistical 
statement  showing  the  proprietors  the  various  mutations  of  the  elements 
which  go  to  make  a  business  successful  or  otherwise.  The  table  of  per- 
centages should  be  arranged  as  shown  in  the  illustration. 

SCHEDULE  A. 

MODEL  SET  NO.  3. 

TRANSACTIONS   FOR   MONTH   OF  JANUARY. 

Jan.     2     Mdse.  purchased — 

G.  Brownlee  Co $200  00 

Sales — 

F    Mitchell    10  00 

J.    White    25  00 

Paid  rent  by  check 150  00 

Jan.     3     Gave  W.  Wallace- 
Note    30    days 400  00 

Jan.     4     Cash  sales   85  00 

Jan.     5     Received   from    J.   White  — 

Check    245  00 

Discount    5  00 

Bank  deposit 245  00 

Jan.     6     Cash    sales    25  00 

Paid    salaries    50  00 

Jan.     8     Sales — 

C.  Vaughan    100  00 

D.  Moore    50  00 

Reed,  from  S.  Ward- 
Check    60  00 

Allowed  S.  Ward  for  damaged  goods  2  00 

Bank   Deposit    60  00 

Jan.     0     Reed,  note  from   F.   Mitchell — 

@  2  months   100  00 

Deposited  note  of  F.  Mitchell  at  bank  for  discount — 

Proceeds    99  00 

Bank    charge    1  00 

Jan.   11      Mdse.  purchased — 

W.    Wallace    100  00 

Paid  W.   Wallace   by  check  on   ace 250  00 

Jan.   12     Reed,    check    from    D.    Moore 18  00 

Bank    Deposit     18  00 
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Cash  purchases — office   supplies    3  00 

Cash    sales    35  00 

Jan.  13     Sales — 

R.    Wheatland 76  00 

J.    White    52  00 

Paid   salaries    50  00 

Jan.   15     Paid  fire  insurance  by  check  1  year  from  Jan.  1st  50  00 

Paid  G.   Brownlee   Co.   by  check    142  50 

Discount  deducted   7  50 

Jan.   16     Cash    from    F.    Mitchell     26  00 

Sales — 

F.    Mitchell     75  00 

J.   White    120  00 

Jan.  17     Mdse.  purchased — 

R.    Slator    Co 300  00 

Jan.   18     Cash    sales     75  00 

Paid  note  payable  due  today  through  bank 100  00 

Jan.   19     Goods  retd.  by  F.  Mitchell   25  00 

Goods  retd.  to  W.  Wallace  15  00 

Jan.  20     Cash    sales    60  00 

Paid     salaries     50  00 

Paid    for    office    supplies    6  00 

Jan.  22     Sales— 

C.   Vaughan    180  00 

Reed,  from — 

R.  Wheatland— check   50  00 

Special  allowance  to  R.  Wheatland    5  00 

Reed,    from    C.    Vaughan — check    98  00 

Cash   discount    2  00 

Bank  deposit   148  00 

Jan.  23     Proceeds    of    Note    Receivable    through    Bank,    J. 

White    200  00 

Jan.  24     Sales — 

S.  Ward   120  00 

R.   Wheatland    80  00 

Cash    sales    40  00 

Jan.  25     Mdse.   purchased — 

W.   Wallace    250  00 

Jan.  26     Paid  advertisements  in  Daily  Tribune 10  00 

Transferred    to — 

Notes   Receivable  Suspense — 

B.  Warren — Note  unpaid    50  00 

Jan.  27     Sales — 

C.  Vaughan    90  00 

S.    Ward    50  00 

Paid    salaries    50  00 

Jan.  29     Cash    Sales    40  00 

Jan.  30     Sales — 

D.  Moore    65  00 

Jan.  31     Cr.  Dividend  of  1%  to  personal  accounts — 

F.    Wheatland    and    S.    Terrv    100  00 

Paid  for  Office  Supplies    2  00 

Cr.   F.   Mitchell — Allowance 4  00 

Dr.   G.   Brownlee   Co 2  00 

Imperfect    goods. 
Dr.  Profit  and  Loss  ace. — 

B.   Warren's   note    uncollectible    50  00 

Cr.  Furniture  and  Fixtures — 

Dr.  Profit  and  Loss    1 5  00 

broken  show  case. 
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BALANCE  SHEET 
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Practice  Set  and  Special  Prize  Offer 


342.  PRACTICE  SET.— Following  the  lines  of  the  model  sets  illus- 
trated we  have  prepared  a  list  of  transactions  under  the  heading  of  Schedule 
B,  and  furnish  working  pages  for  sales  and  purchase  books,  credit  and 
cross-entry  journals,  cash  book,  ledger,  and  trial  balance,  in  the  shape  of  an 
insert.  These  working  pages  are  properly  ruled  and  contain  the  necessary 
number  of  lines  for  the  entries  which  should  be  made  thereon. 

Purchasers  and  students  of  this  Manual  are  recommended  to  work  out 
this  practice  set  on  the  working  pages  furnished,  supplementing  the  work 
with  Trading  and  Profit  and  Loss  Accounts,  Balance  Sheet,  Turnover,  and 
percentages  on  turnover. 

^'e  also  present  eight  illustrations  of  trial  balances,  from  two  of  which 
charts  and  various  statements  have  been  prepared  as  examples.  The 
remaining  six  trial  balances  should  be  worked  out  in  a  similar  manner. 

The  Board  of  Examiners  of  the  International  Accountants'  Society, 
Incorporated,  have  established  a  standard  of  merit  in  connection  with  this 
work,  represented  by  250  marks.  The  student  may  earn  100  marks  for  the 
work  on  the  practice  set,  and  25  marks  for  the  work  on  each  of  the  six 
trial  balances. 

343.  SPECIAL  PRIZE  OFFER.— To  the  purchaser  of  this  Manual, 
who  secures  an  award  from  the  Board  of  Examiners  of  The  International 
Accountants'  Society,  Incorporated,  of  not  less  than  75  per  cent,  or  187 
marks,  we  will  present  free  of  charge  a  copy  of  our  new  and  valuable  text- 
bonk  entitled  "Manufacturing  Cost."  This  text-book  will  be  found  adver- 
tised on  another  page.  It  is  comprehensive  and  entirely  up-to-date,  and  the 
information  contained  therein  will  be  found  particularly  useful  to  the  stu- 
dent of  the  science  of  accounts  who  is  ambitious  to  obtain  a  knowledge  of 
commercial  conditions  which  will  ensure  him  success  as  a  book-keeper  and 
business  man. 

SCHEDULE   B.       PRACTICE   SET. 
Transactions    for   month   of  July. 

July  1  Bought  of  Smith  and  Wilson,  1  doz.  Men's  Black  Derby  Hats,  $13.20;  2  doz. 
Men's  Brown  Derby  Hats,  $12.50;  1  doz.  Men's  Brown  Soft  Hats,  $9;  3 
doz.  Men's  Black  Soft  Hats,  $18;  V2  doz.  Men's  Silk  Hats,  $36;  y2  doz.  Men's 
Silk   Hats,  $48;  less   10%  cash.  10  days. 

July  2  Bought  of  W.  Wallace.  10  doz.  Assorted  Lisle  Thread  Gloves  @  $1.50; 
•JO  doz.  Men's  Kid  Gloves  (a<  $15;  50  doz.  Ladies'  Kid  Gloves  @  $15;  40 
doz.  Ladies'  Lisle  Thread  Gloves  @  $1.50;  less  10%  cash.  10  days. 

July     2     Bought  of  G.   Brownlee   Co.,  5  doz.  Assorted   Men's   ]/2   Hose  @  $2.50;   10 
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doz.   Assorted    Men's    x/2    Hose   (a    $3;    5    doz.    Assorted    Ladies'    Hose    (c? 

$2.50;  10  doz.  Assorted  Ladies'  Hose,  $3;  less  10%  cash,  10  days. 
July     3     Sold  to  W.  Wilson,  1  doz.  Assorted  Men's   l/2   Hose,  $3;    1  doz.  Assorted 

Lisle   Thread   Gloves,  $2.25;   1   doz.  Men's   Black   Derby   Hats,  $15. 
July     3     Received  Cash  from  W.  Wilson,  $20.25. 

July     3     Gave  Note  30  days  to  G.  Brownlee  Co.,  $85;  Bills  of  Feby.  2,  1904. 
Jul}-     5     Sold  to  R.  McFarland,  3  doz.  Assorted  Men's  l/i  Hose,  $3;  3  doz.  Assorted 

Men's    y2    Hose,   $4.25;    3   doz.    Ladies'   Lisle   Thread   Gloves,   $2.25;   3    doz. 

Men's    Brown    Derby    Hats,   $15. 
July     5     Received   Cash   from   R.   McFarland,  $64.50. 
July     7     Sold  to  R.  Fuller.  1  doz.  Assorted  Men's  l/2  Hose,  $3;  2  doz.  Assorted  Lisle 

Thread   Gloves,  $2.25;   K>   doz.    Men's   Brown   Soft   Hats,  $12;   VA   doz.   Silk 

Hats-,  $40. 
July     8     Received   Cash   from   R.   Fuller",  $23.50,  less  2%. 
July     8     Returned  by  R.  McFarland,  3  doz.  Assorted  Men's  ]/2  Hose,  $3. 
July   10     Sold   to   John    Knox   &    Co.,   5    doz.    Assorted    Ladies'    Hose,   $3.25;   5    doz. 

Men's  l/2  Hose,  $3;  Y±  doz.  Silk  Hats,  $40;  3  doz.  Black  Soft  Hats,  $22. 
July  12     Received  from  John  Knox  &  Co.  Cash,  $91:  less  2%. 
July  15     Gave  Note  30  days  to  W.  Wallace,  $750. 

July  15     Received  from  John  Knox  &  Co..  5  doz.  Assorted  Ladies'  Hose,  $3.25. 
July  15     Charge  W.  Wallace,  25c  per  doz.  on  40  doz.  Ladies'  Assorted  Lisle  Thread 

Gloves  overcharge  on  Invoice  2/10. 
July  15     Sold   to    R.    Crawford,   8   doz.    Men's   Assorted    y2    Hose,   $3;    7    doz.    Men's 

Assorted   Kid   Gloves.  $18;    l/2   doz.   Silk    Hats.  $55;   2    doz.     Men's    Brown 

Derby  Hats,  $18. 
July  15     Received  from  R.  Crawford  &  Co.,  $213.50:  less  2%. 
July   15     Paid  Cash  to  W.  Wallace,  $315;  less  10%. 
July  16     Bought  of   G.    Brownlee   Co..   20   doz.   Assorted   Men's    l/2    Hose,  $2.50:   40 

doz.  Assorted   Ladies'  Hose.  $2.50;  less  10%  cash,  10  days. 
July  16     Bought  of  W.  Wallace,   60   doz.  Assorted   Lisle   Thread   Gloves,  $1.50:  20 

doz.  Assorted  Men's  Kid  Gloves.  $15;  less  10%  cash,  10  days. 
July  18     Gave  Note  30  days  to  Smith  and  Wilson,  $101.20. 
July  18     Bought  of  Smith  and  Wilson.   5   doz.   Men's   Black  Derby  Hats,  $13.20:   10 

doz.   Men's  Brown   Derby  Hats.  $12.50;   less  10%  cash,  10  days. 
July  20     Paid  Cash  to  Smith  and  Wilson,  $42;  less  10%. 
July  22     Sold    to    R.    J.    White.    15    doz.    Assorted    Lisle    Thread    Gloves.    $1.75;    20 

doz.  Ladies'  Hose.  $3.15;  5  doz.  Men's  Black  Derby  Hats,  $14.15. 
July  25     Sold  to  W.  Wilson.  2  doz.   Men's  Assorted  Kid  Gloves.  $18;  2  doz.  Men's 

Assorted   l/2    Hose.  $3;   2   doz.   Men's   Black  Derby  Hats.  $15. 
July  25     Received  Cash  from  R.  J.  White,  $161.75;  less  2%. 
July  26     Received  Cash  from  W.  Wilson,  $72;  less  2%. 
July  27     Paid  Cash  T.  W.  Ribbons  Office  Expenses,  $3:  Rent.  $15. 
July  28     Gave  Note  30  days  to  G.   Brownlee  $100. 
July  28     Salaries,    $50. 

July  29     Gave  Note  30  days  to  Smith  and  Wilson,  $125. 
July  29     Paid    cash    Postage.    $1.08;    Stationery,    $1.50:    1    doz.    Pencils    10c:    1    Box 

Clips  8c;  1  Qt.  Ink.  50c;  1  Bottle  Mucilage,  5c. 

344.     TRIAL  BALANCE  NO.  1. 

Dr.  Cr. 

Capital    Stock    $  70.000  00 

Land    and    Buildings    $35.000  00 

Debentures     20.000  00 

Machinerv  and   lant   27.000  00 

Tools     .  .*. 1.000  00 

Inventory  Jany.  1st.  1904   17.500  00 

Purchase   Acct 23.750  00 

Wages    O.ono  on 

Salaries.  Office  and  Travelers 2.500  00 
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Coal  and  Coke  1,300  00 

Water  Rates  and  Taxes 430  00 

Discounts    820  00 

Accounts    Payable    2,070  00 

Fifth    National    Bank    3,500  00 

Accounts    Receivable     6,800  00 

Cash    90  00 

Bad   Debts    (uncollectible)    125  00 

Sales     53,000  00 

Returns    and    Allowances    1,880  00 

Repairs     405  00 

Interest  on   Debentures    800  00 

Patents    (Cost)    13,170  00 

$145,070   00  $145,070  00 

Write  off  depreciation  on  patents  and  machinery  at  5  per  cent  per 
annum,  and  on  tools  at  12 y2  per  cent  per  annum.  Deduct  5  per  cent  from 
accounts  receivable  to  provide  against  doubtful  accounts.  Inventory, 
3/1/04,  $16,350. 

345.  Trading  Account. 

Dr.  Cr. 

Inventory   January    1,    1904 $17,500  00 

Purchases    23,750  00 

Wages     9,000  00 

Coal  and   Coke 1,300  00 

Sales    $53,000  00 

Less   goods    returned...      1,880  00  $51,120  00 

Inventory   March   1,   1904 16,350  00 

Gross   Profit    $15,920  00 

$67,470  00         $67,470  00 

346.  Profit  and  Loss  Account. 

Dr.  Cr. 

Gross   profit   brought   down $15,920  00 

Office    Salaries,    etc $  2,500  00 

Water  Rates  and  Taxes 430  00 

Repairs     405  00 

Discounts     820  00 

Bad  Debts  and  Allowances  for  Doubt- 
ful   Debts     465  00 

Depreciation    Plant    and    Machinery.  .      1,350  00 

Depreciation   Tools    125  00 

Interest  on   Debentures 800  00 

Net  Profit   9,025  00 

$15,920  00  $15,920  00 

347.  Balance  Sheet. 

Land   $  35,000  00 

Patents   at  Cost 13,170  00 

Machinery  and  Plant  $27,000  00 

Less  5%  Depreciation  1,350  00  25,650  00 

Tools,  Loose    $  1,000  00 

Less  12^  Depreciation  125  00  875  00 

Inventory   16,350  00 
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Accounts  Receivable   6,800  00 

Less  Reserve  for  Doubtful  Accounts 340  00  6,460  00 

Cash,  Fifth  National   Bank 3,500  00 

Cash   on    Hand    90  00 

Capital    Stock    70,000  00 

Debentures     20,000  00 

Accounts   Payable    2,070  00 

Surplus     9,023  00 

$101,095  00        $101,095  00 

349.  Turnover. 

Inventory,  January  1    $17,500  00 

Purchases   and    Wages    34,050  00 

$51,550  00 
Less  Inventory  March  1 $16,350  00 

Turnover     $35,200  00 

Sold  for   51,120  00 

Gross  Profit   $15,920  00 

350.  Percentages  on  Turnover. 

Gross   Profit    45  23/100% 

Net   Profit    25  64/100% 

Manufacturing   Expense    29  26/100% 

General  Expenses    19  59/100% 

351.  TRIAL  BALANCE  NO.  2, 

Bills    Payable     $    2,600  00 

Rents    from    Sub.    Leasing    190  00 

Expense    (Incidental)    $       500  00 

Partners  Drawings   1,650  00 

Wages   1 7,540  00 

Salaries    3.005  00 

Traveling    Expenses    1 .430  00 

Rent,   Water   and   Taxes    1,850  00 

Insurance   90  00 

Advertising    650  00 

Commission    245  00 

Discount   700  00 

Bank  Interest  and  Exchange 150  00 

Fifth  National  Bank  (Over  Drafts) 950  00 

Packages    350  00 

Sales  and   Charges,   Finished   Goods 65,670  00 

Sales  and  Charges,  Repair  Department 4,325  00 

Sales  and    Charges,    Packages 400  00 

Purchase    Account     10,540  00 

Plating    4,500  00 

Sundry  Expenses,  Manufacturing   3,150  00 

Cash    105  00 

Bad  Debts   (Uncollectible) 260  00 

Accounts    Receivable    20.250  00 

Accounts    Payable    2,300  00 

Inventory    January    1st,    1904 9.560  00 

Bills    Receivable    5.570  00 

Plant,   Machinery   and   Tools 4,250  00 

Capital  Stock   (Partnership)    9.910  00 


$86,345  00  $86,345  00 
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Provide  for  5  per  cent  depreciation  on  plant,  and  '2]/2  per  cent  for 
anticipated  discount  on  sales.  Deduct  $250  from  the  amount  of  accounts 
receivable  as  a  reserve  against  doubtful  debts. 

Inventory  March  1,  1904 $8350  00 

352.  Trading  Account. 

Dr.  Cr. 

Inventory   January    1st,    l'JOl $  9,560  00 

Wages,    Manufacturing    17,540  00 

Purchase  Account    10,540  00 

Plating  Account 4,500  00 

Expense    Sundry    3,150  00 

Packages     350  00 

Sales   and   Charges 

Finished    Goods     65,670  00 

Repair  Department   4,325  00 

Packages,  etc.   400  0o 

Inventory    March    1st,    1904 

Gross     Profits     33,105  00  8,350  00 

£78,745  00  $78,745  00 

353.  Profit  and  Loss  Account. 

Dr.  Cr. 

Gross  Profit  brought  down $33,105  00 

Rent.   Water   and   Taxes $  1,850  00 

Salaries     3,005  00 

Traveling   Expense    1,430  00 

I  ncidental    Expense    500  00 

Insurance     90  00 

Advertising 650  00 

C<  mimission 245  00 

Discounts    1.200  00 

Bank  Interest  and  Charges 150  00 

Bad   Debts 510  00 

Depreciation  on   Plant 2J2  50 

Rents    from   Sub.    Leases 190  00 

Net   Profit— Surplus    23,452  50 

$33,295  00  595  00 

354.  Balance  Sheet. 

Assets.  Liabilities. 

Plant   Machinery  and   Tools,   Less   Depreciation $  4,037   50 

Inventory    8,350  00 

Bills  Receivable   5,570  00 

Accounts   Receivable,  less  2'/>%   for  Dis.  and  Com.  and   Bad 

Debts  agreed  at  $750 19,500  00 

Cash  on  Hand   105  00 

Capital    Stock     $9,910  00 

Less    Withdrawals    1,650  00  -«;o  oo 

Surplus    and    Undivided    Profit.- 23,452   50 

Bills  Payable    2,600  00 

Fifth   National    Bank    (Over    Draft) 950  00 

Accounts  Payable    2.300  oo 

$37,562  50  $37,562   50 
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book-keeping  and  business  practice  356-359 

356.  Turnover. 

Inventory   January   1,   1904 $  9,560  00 

Purchases     10,540  00 

Plating    4;50o  00 

Wages    and    Expense 21,040  00 

$45,640  00 
Less   Inventory   March    1,   1904 $  8,350  00 

Turnover    $37,290  00 

Sold  for    70,395  00 

Gross    Profit    $33,105  00 

357.  Percentages  on  Turnover. 

Gross     Profit     88% 

Net    Profit    62  89/100% 

Plating    12  07/100% 

Manufacturing  Expense   56  42/100% 

General    Expense    26  39/100% 

358.  TRIAL  BALANCE  NO.  3. 

Dr.  Cr. 

Capital  X $  8,000  00 

Capital    Y.    7,000  00 

Capital    Z 5,000  00 

Land  and  Buildings    $  9,000  00 

Plant  Machinery  and  Tools 4,000  00 

Tools    1,500  00 

Inventory    March    1st 4,500  00 

Purchase   Account,    Material 11 ,000  00 

Wages    0.000  00 

Freight  and   Express    S00  00 

Coal   and   Coke    1 ,200  00 

Salaries,  Manufacturing 1 ,500  00 

Salaries,  Clerks  and  Traveling 500  00 

Water  Rates  and  Taxes 450  00 

Discounts    and    Allowances    600  00 

Rents    (Sub.    Letting)    150  00 

Fifth    National    Bank 2,000  00 

Cash  on  Hand 40  00 

Accounts     Payable     1,500  00 

Accounts  Receivable   5,000  00 

Expense,    Repairs   and    Replacements 800  00 

Plant  Extension  Act .'(.000  00 

Bad  Debts   (Uncollectible) . 30  0C 

Sales  Act .                        30,500  00 

Sales,    Returns    and    Allowances 230  00 

$52,150  00  $52,150  00 

Write  off  5  per  cent  depreciation  from  plant  and  machinery,  and  15 
per  cent  from  tools.  Charge  interest  at  4  per  cent  on  partners'  capital : 
partners'  share  profits  and  losses  in  proportion  to  capital  invested.  Inven- 
tory June  :H)th— $6,000. 

359.  TRIAL  BALANCE  NO.  4. 

Dr.  Cr 

John    J.     Hodge     $2,750  00 

Capital    Stock    Subscribed 9  3S9   -)0 
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Capital  in  Arrears    $      298  00 

Land    and    Buildings    15,000  00 

Swift,  Dodds  &  Co 3,900  00 

Expense,   General    155  28 

Printing    Stationery    13  07 

Petty   Cash    35 

Telegrams    and    Postage 5  03 

Salaries    361  00 

Rent,  Office  112  00 

Expense,    Office    5  06 

Machinery    400  00 

Loan  Act 250  00 

Interest    7   10 

Accounts    Payable     37  00 

W.   C.    Sheffield 79  20 

Transfer  Fee   26 

Cash    49  07 

$16,405   96  $16,405   96 

The  amount  of  authorized  capital  is  $15,000,  consisting  of  1500  $10 
shares,  800  of  which  have  been  issued  to  the  vendor  in  payment  for  the 
property.  Of  the  700  shares  available  for  subscription  555  7/10  shares 
have  been  sold  on  which  a  first  instalment  of  $2.50  has  been  received. 

360.     TRIAL  BALANCE  NO.  5. 

Dr.  Cr. 

Land   and  Buildings    $  5.000  00 

Machinery    and    Plant    8,800  00 

Patterns    3.300  00 

Inventory    9.000  00 

Office    Fixtures    and    Furniture    400  00 

Tools    2,500  00 

Patents     1,000  80 

Accounts  Receivable  10,500  00 

Cash    100  00 

Profit  and  Loss  Act.,  January  1st,  1903 4.270  00 

Capital  Stock 20,000  00 

Debenture  Stock    15,000  00 

Accounts  Payable   7.000  (mi 

Bank  (Over  Drafts)    900  on 

Sales   Account    40.000  00 

Purchase    Account    19,000  00 

Wages,  Manufacturing   11,800  00 

Erecting,    Fitting  and    Freight 2,400  00 

Expense,   Repairs  and    Maintenance 800  00 

Expense,   Coal,   Coke,  Water,   Gas 450  00 

Expense,    Printing,   Advertising,    Stationery 250  00 

Expense,  Rent,  Taxes  and  Insurance 260  00 

Expense,  Traveling  and  Commission 1.400  00 

Expense,   General    450  00 

Discounts    and    Bad    Debts,    Reserve 200  00 

Directors    Fees    100  00 

Interest   on   Debentures    900  00 

Interest    70  00 

Law.  Costs  and  Auditors'   Fees 150  00 

Royalties  200  00 

$83,100  00  $83,100  00 
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Write  off  the  following  depreciations : 

From   Land  and   Buildings 3  per  cent. 

Machinery    and    Plant 5  per  cent. 

Patterns     10  per  cent. 

Patents    10  per  cent. 

Office  Furniture   5  per  cent. 

Compute  6  per  cent  on  accounts  receivable  as  reserve  for  discount  and 

bad  debts. 

Inventory  January  1,  1904. 

Merchandise     $9,500  00 

Tools     2,300  00 

361.  TRIAL  BALANCE  XO.  6. 

Dr.  Cr. 

Accounts  Payable $  7,500  00 

Bank    Over    Draft 3,000  00 

Mortgage  Debt 5.000  00 

Capital,  J.  W.  Davis 18,000  00 

Capital,    W.    F.    Bingham 12,000  00 

Sales   Act 20,500  00 

Cash  Sales    4,100  00 

Accounts   Receivable    $11,500  00 

Cash   on    Hand 50  00 

Land    10,000  00 

Plant  and  Machinery   2,500  00 

Tools,  Horses  and  Wagons 1,550  00 

Inventory,    March    1st,    1903 15,000  00 

Purchases    18,500  00 

Freight  and   Cartage 1.500  00 

Wages,    Labor    3.200  00 

Salaries  and  Wages,  Office 800  00 

Rates   and    Insurance 1.550  00 

Repairs    Expense    300  00 

Trade    Expenses    !  .200  00 

Discounts    and    Allowances 900  00 

Bad    Debts    200  00 

Interest  and   Discount    250  00 

Interest  on   Mortgage 200  00 

Salaries    900  00 

$70,100  00  $70,100  00 

Provide  a  reserve  of  $150  against  bad  debts  and   3 ]/2   per  cent  on 
accounts  receivable   for  anticipated   cash   discounts.      Add  $205   to   trade 
expenses  for  expense  bills  incurred  but  not  entered  on  the  books,  the  net 
profit  to  be  divided  between  the  partners  in  proportion  to  investment. 
Inventory  March    1,   1904 $22,600  00 

362.  TRIAL  BALANCE  NO.  7. 

Dr.  Cr. 

Capital  Stock  $114,430  00 

Reserves,  Reserve  Act 1 45.210  00 

Bills    Payable    39.705  00 

Accounts  Payable   $30  00 

Unpaid    Dividends 240  00 

Surplus  Act.,  1902 32.490  00 

Bad  Debts $  3,660  00 

Expenses    11.505  00 
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363  thorne's  twentieth  century 

Balance  of  Proiit   1903,   Bt.   Forward 1,560  00 

Interim   Dividend    Paid 3,720  00 

Cash  on  Hand   38,135  00 

Cash  at  Bank 44,230  00 

Sundry  Investments  as  per   Investment  Ledger 328,105  00 

Stamps  on  Hand  505  00   ' 

Buildings  and  Fixtures   37,250  00 

Accounts  Receivable   762,355  00 

$1,231,165   00     $1,231,165  00 

363.     TRIAL  BALANCE  NO.  S. 

Dr.  Cr. 

Capital    Stock    $10,000  00 

Subscription    Stock    $  1,200  00 

Land   and   Building.-, 2,000  00 

Machinery  and   Plant 2,500  00 

Tools    500  00 

Horses,   Harness  and   Wagons 300  00 

Inventory  March  1st,  1(J03 — 

Manufactured  Goods   $1,000  00 

Packing  Material    250  00 

Material   on   hand    (RawJ 1,000  00 

Coal   and    Coke 250  00  2,500  00 

Loss  and    Gain    Account 200  00 

Accounts    Receivable    3,000  00 

Accounts   Payable    1,000  00 

Sales  Account   12,000  00 

Packing    1,000  00 

Packing  .Material    600  00 

Coal  and   Coke 300  00 

Material    for    Manufacturing 2,500  00 

Wages    6.500  00 

Horse  and  Wagon  Expenses 300  00 

Cartage   Expenses    500  00 

Repairing  and   Replacing   Plant 150  00 

Repairing  Loose  Tools 50  00 

Repairing   Buildings    100  00 

Water  Rates  and  Taxes 50  00 

Gas    50  00 

Bill-    Payable    800  00 

Bills   Receivable    1.200  00 

Expense    (Incidental)     200  00 

Bank    450  00 

Cash  on  Hand 50  00 

$25,000  00  $25,000  00 

Write  off  for  depreciation  5  per  cent  from  machinery  and  plant,  %y2 
per  cent  from  land  and  buildings  and  5  per  cent  from  tools.  Establish  a 
reserve  against  bad  debts  and  a  discount  of  5  per  cent  on  the  amount  of 
accounts  receivable. 

Stock-in-trade    March    1,    1904 $2,000 

The  authorized  capital  stock  was  $10,000,  of  which  880  $10  shares 
have  been  subscribed. 
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Special  Pointers  for  Book-keepers 


364.  ADJUSTMENTS. 

Insurance. — Sales  include  both  cost  and  profit,  therefore  to  ascertain 
the  amount  of  profit  it  will  not  do  to  multiply  the  amount  of  sales  by  the 
percentage  of  profit,  but  the  sales  should  be  divided  by  the  percentage  with 
one  added. 

As,  for  instance,  in  the  case  of  an  agreed  loss  of  $144. 12,  agreed 
profits  being  20  per  cent.  Divide  $144.12  by  $1.20  and  the  quotient  will 
be  the  cost,  which  deducted  from  the  sales  will  show  the  profit. 

There  is  a  shorter  way  of  arriving  at  the  profits  by  the  aliquot  process. 
For  example : 

Profits  10%  divide  sales  by  11 

Profits   12'/2%  divide  sales  by  <J 

Profits  20%  divide  sales  by  6 

Profits  2.5%  divide  sales  by  5 

Profits  33^%  divide  sales  by  4 

Profits  50%  divide  sales  by  3 

Expense. — Many  book-keepers  have  on  their  books  charges  in  respect 
to  expenses  paid  in  advance,  and  there  are  also  liabilities  not  entered  on 
the  books  in  respect  to  expense  incurred  but  not  paid.  When  making  bal- 
ance the  proper  method  is  to  establish  a  reserve  account  for  liabilities,  and 
a  suspense  or  adjustment  account  for  advance  payments.  In  some  businesses 
these  two  accounts  are  amalgamated  under  the  heading  of  Adjustment 
Account,  the  balance  being  entered  on  the  balance  sheet  as  a  liability  or 
an  asset,  according  to  circumstances.  Insurance,  taxes,  etc.,  are  usually 
paid  in  advance,  and  there  are  frequently  a  number  of  small  expense  bills 
for  which  it  is  not  considered  advisable  to  open  accounts  but  which  are 
nevertheless  actual  liabilities  of  the  business. 

These  accounts  are  extinguished  when  the  regular  charges  arc  made 
on  payment  of  bills,  while  reserves  on  account  of  advance  payments  are 
transferred  to  the  debit  of  the  regular  accounts  by  journal  entry  in  re- 
opening the  books. 

This  method  is  commonly  adopted  for  the  reason  that  it  is  supposed 
to  be  desirable  that  the  balance  sheet  should  represent  assets  and  liabilities 
actually  appearing  on  the  ledger,  but  a  large  number  of  business  houses 
simply  make  the  adjustments  on  the  balance  sheet  itself  and  do  not  go  to 
the  trouble  of  creating  the  adjustment  accounts  on  the  ledger. 

365.  AVERAGING  ACCOUNTS.— Suppose  we  wish  to  find  com- 
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mon  date  for  payment  of  $500,  due  June  10,  $400  due  August  12,  $100 
due  September  5,  and  $200  due  October  20. 

L'sing  its  number  to  represent  each  month,  write  the  different  amounts 
with  their  respective  dates  in  columns,  as  in  (1),   (2),  and  (3), 

Multiply  each  amount  by  the  number  of  the  corresponding  month  and 
then  by  the  day  of  the  month,  setting  the  first  amount  down  in  column  (4) 
and  the  second  in  column  (5),  in  each  case. 

Add  columns  (1),  (4)  and  (5). 

Divide  the  total  of  column  (4)  by  the  total  of  column  (1),  which  is 
the  total  amount  of  the  account,  and  place  the  quotient  at  (6). 

Multiply  the  remainder  by  30  (30  days  equals  one  month)  and  add 
the  product  to  the  footing  of  column  (5). 

Divide  the  sum  so  obtained  by  the  total  of  column  (1),  and  place  the 
quotient  at  (7).  The  two  quotients  (6)  and  (7)  give  the  date  desired, 
July  29. 

If  the  second  quotient  (?)  is  greater  than  the  number  of  days  in  the 
month  represented  by  the  quotient  (6),  subtract  from  the  quotient  (?').,  the 
largest  possible  multiple  of  30,  and  add  to  the  quotient  (6),  one  for  each 
time  30  is  contained  in  that  multiple. 

If  the  remainder  from  the  second  division  is  more  than  half  the  foot- 
of  column  (1),  add  one  to  the  quotient  (?'). 
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If  all  the  dates  come  in  the  same  month,  columns  (2)  and  (4)  are 
omitted.  If  they  are  not  all  in  the  same  year,  January  of  the  second  year 
may  be  called  the  thirteenth  month,  February  the  fourteenth,  and  so  on;  or, 
if  the  conditions  make  the  operation  simpler,  the  dates  may  be  written  in 
three  columns  instead  of  two,  the  number  in  the  first  column  being  the 
unit  figure  of  the  year,  and  the  remainder  obtained  after  dividing  the  totaf 
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of  this  column  by  the  total  of  the  amounts  being  multiplied  by  12  and 
carried  to  the  next  column. 

In  finding  the  average  date  for  the  settlement  of  an  account  on  which 
there  have  been  both  debit  and  credit  entries,  follow  the  same  method  with 
each  side  of  the  account  separately,  as  far  as  the  footing  of  the  columns. 
Then  subtract  the  total  of  each  column  on  the  smaller  side  of  the  account 
from  the  total  of  the  corresponding  column  on  the  larger  side,  and  divide 
the  remainders  as  before  for  the  result. 

366.  SINGLE  AVERAGE.— Set  down  the  items  in  their  order  of  due 
date. 

Calculate  the  number  of  days  between  the  first  and  second  items,  and 
multiply  the  amount  of  the  second  item  by  the  number  of  days.  This  is 
called  the  product  of  average.  Proceed  in  like  manner  with  each  succeed- 
ing item. 

Foot  the  items  and  products  for  average. 

Divide  the  latter  amount  by  the  first.  The  result  will  give  the  number 
of  days  forward  from  the  date  of  the  first  item,  which  added  to  that  date 
will  give  the  average  due  date  of  the  account. 

Calculate  interest  at  the  required  rate  on  the  sum  of  the  account  from 
the  average  due  date  to  the  date  of  rendering  statement. 
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Interest  on  $100  at  6  per  cent  from  Feb.  15  to  June  l.$l  75 

Interest  on  $100  at  6  per  cent  from  March  25  to  June  1 .    1  08 

Interest  on  $100  at  6  per  cent  from  April  15  to  June  1 .  75 

Interest  on  $100  at  G  per  cent  from  May  15  to  June  1 .  .  25 


$3  83 
367.     DOUBLE  AVERAGE.— Assume  as  the  basis  for  finding  the 

average  the  1st  of  the  month  in  which  the  first  charge  is  made.     This  is 

called  the  "Focal  Date." 

Debits. — Calculate  the  number  of  days  from  the  Focal  Date  to  the 

date  of  each  charge,  or  to  the  due  date  if  it  is  a  time  charge. 

Multiply  the  amount  of  each  charge  by  the  number  of  days  obtained. 

This  gives  the  "Product  for  averaging." 
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Add  the  debit  items  of  the  statement  and  the  "Product  for  averaging" 
column. 

Credits. — Calculate  the  number  of  days  from  the  Focal  Date  to  the 
date  of  each  credit. 

Multiply  the  amount  of  each  credit  by  the  number  of  days  obtained, 
which  gives  the  "Product  for  averaging." 

Add  the  credit  items  of  the  statement  and  the  "Product  for  averaging" 
column. 

Deduct  the  total  of  the  credits  from  the  total  of  the  debits,  and  the 
total  of  the  credit  "Products"  from  the  total  of  the  debit  "Products." 

Divide  the  balance  of  the  "Product"  columns  by  the  balance  of  the 
"Items"  or  "Amount"  columns.  This  will  give  the  number  of  days  for- 
ward from  the  Focal  Date  when  the  balance  of  the  account  was,  or  will 
be  due.     This  is  the  average  Due  Date  of  the  account. 

Calculate  interest  on  the  balance  of  the  account  for  the  period  of  time 
elapsed  between  the  Average  Due  Date  and  date  of  rendering  statement. 
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Proof. — Total  time — Feb.  1  (Focal  date)   to  July  1   (date  of  settle- 
ment)— 5  months =150  days. 

Divide  total  "product"  of  debts  by  amount  of  charges. 
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Deduct  result  from  total  days  and  calculate  interest  on  total  charges 
for  balance  of  days  obtained. 

Divide  total  "product"  of  credits  by  amount  of  credits. 
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Deduct  result  from  total  days  and  calculate  interest  on  total  credits 
for  balance  of  days  obtained. 

The  difference  between  debit  interest  and  credit  interest  will  be  the 
amount  of  interest  due. 

368.  BAD  AND  DOUBTFUL  DEBTS.— Under  this  heading  it  is 
proposed  to  treat  of  bad  and  doubtful  debts  in  accounting,  and  not  to  sug- 
gest any  method  for  their  collection.  The  following  remarks  will  have 
special  application  to  a  business  of  ordinary  extent,  where  those  debts  in 
number  do  not  exceed  a  few  dozen.  At  the  close  of  the  financial  period,  an 
account  should  be  opened  in  the  general  ledger  under  the  heading,  "Bad 
and  Doubtful  Debts  Account,"  or  the  like.  All  accounts  which  are  abso- 
lutely worthless  should  then  be  transferred  to  that  account  by  journal  entry ; 
and  the  respective  personal  accounts  should  be  balanced.  The  bad  debts 
are  now  consigned  to  oblivion,  and  that  is  their  usual  end ;  but  there  are 
sometimes  exceptions.  Should  the  debtor  subsequently  make  a  payment  in 
whole  or  in  part,  he  should  be  credited  in  the  personal  account,  and  the 
charge  should  be  re-transferred  by  journal  entry  from  Bad  Debts  Account ; 
for  Bad  Debts  Account  is  not  the  merchant's  debtor,  nor  any  voucher  of 
his  claim. 

As  to  accounts  of  doubtful  value  the  case  is  somewhat  different.  At 
the  close  of  the  financial  period,  it  will  be  necessary  to  appraise  the  doubtful 
debts  at  their  proper  value.  Perhaps  the  best  way  to  show  the  depreciation 
is  by  deducting  a  certain  proportion  or  percentage  from  accounts  and  bills 
receivable  in  the  Balance  Sheet  and  adding  the  amount  of  same  to  Bad 
Debts  Account  in  the  Profit  and  Loss  Account.  This  may  be  effected  by 
journal  entry,  and  the  posting  need  be  shown  only  as  suggested,  namely,  on 
the  Profit  and  Loss  Account  and  Balance  Sheet  ( otherwise  called  Loss  and 
Gain  Account  and  Statement  of  Resources  and  Liabilities).  When  the 
books  are  balanced  the  appraisement  should  be  written  back  by  journal 
entry,  the  former  journal  entries  canceling  the  latter,  and  so  not  affecting 
the  accounts  in  the  General  Ledger,  but  only  the  financial  statements  pre- 
pared therefrom,  which  are  best  kept  separately. 

A  separate  suspense  ledger  is  considered  desirable  in  large  businesses 
and  may  be  advantageously  ruled  as  per  copy  shown  in  illustrated  ref- 
erence dictionary,  paragraph  No.  237'. 

369.  BANK  DEPOSIT  ACCOUNTS.— The  present  method  of 
rendering  accounts,  between  banking  houses  and  their  customers,  is  open 
to  criticism  in  various  points. 

The  pass  book  must  be  left  over  night,  at  least,  and  sometimes  longer. 
The  hook  is  frec|uentlv  in  a  dilapidated  and  soiled  condition. 
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It  is  often  lost  or  mislaid  and  confusion  arises  when  a  new  one  is 
issued  and  the  older  one  is  found  and  presented  for  balancing  by  mistake. 

Bank  examiners  can  never  secure  all  the  pass  books  for  the  purpose  of 
securing  proof  of  correctness  of  each  separate  account. 

Counter  errors  in  posting  sometimes  are  not  discovered  for  weeks  as 
the  pass  book  is  the  final  means  of  locating  the  same. 

If  some  method  of  reconciling  accounts  between  banker  and  dealer  can 
be  offered  overcoming  these  imperfections,  it  is  the  belief  of  many  students, 
that  it  would  be  gladly  accepted  in  many  places. 

The  individual  ledger  department  of  the  bank  could  be  arranged  in 
the  following  manner  for  a  business  of  from  fifteen  hundred  to  two  thou- 
sand accounts,  with  an  average  number  of  twelve  to  fifteen  hundred  items 
per  dav  and  a  total  deposit  balance  of  about  two  million  or  more  dollars. 
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First — The  chief  clerk,  who  has  full  charge  of  the  department.  He 
will  receive  all  material,  morning  exchanges,  letter  items,  deposit  tickets  and 
other  items  from  the  various  parts  of  the  bank.  He  will  deliver  to  all 
dealers  their  statement  sheets  and  vouchers,  and  will  meet  and  answer  all 
inquiries.  He  will  file  all  vouchers  and  all  deposit  tickets,  receiving  assist- 
ance when  necessary. 

Second — Two  ledger  keepers,  who  will  examine  indorsements  on  morn- 
ing exchange  checks.  They  will  post  and  prove  ledgers,  posting  from 
checks  and  deposits,  with  discounts  on  green  tickets,  collections  on  blue  and 
receiving  teller's  deposits  on  white  ones.  The  balances  of  the  ledger 
accounts  will  be  compared  with  the  customers'  statements'  sheet  the  next 
morning  by  exchanging  ledgers,  in  order  to  guard  against  collusion  or 
error  of  design  or  accident. 

Third — Two  (or  perhaps  three)  statement  clerks,  who  will  check  off 
from  slips  received  with  the  morning  exchanges;  they  will  compare  "Pay- 
ment stopped"   items   and  sort  checks  for  posting.     Will  list  on  adding 
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machine  for  cash  proof.  They  will  write  up  items  on  statement  sheets,  as 
shown  herewith,  for  return  to  customers  and  stamp  vouchers  paid.  They  will 
extend  balances  of  all  sheets,  having  transactions  of  the  day,  in  balance 
column  provided  and  call  back  to  book-keeper  the  next  morning  such  bal- 
ances only. 

When  a  customer  calls  for  his  vouchers  and  statement  of  account,  the 
chief  clerk  gives  the  name  to  the  statement  clerk,  who  will  at  once  complete 
the  sheet  and  hand  it  to  the  book-keeper  to  note  on  the  ledger  the  number 
of  vouchers  returned  against  the  corresponding  balance  and  then  the  sheet 
will  go  to  the  chief  clerk,  who  has,  in  the  meantime,  taken  vouchers  and 
deposits  from  the  file,  counted  and  placed  vouchers  in  envelope  and  deposit 
tickets  in  rack  for  permanent  filing.  He  tears,  at  the  perforation,  the  sheet, 
places  in  envelope  and  gives  to  the  dealer.  At  his  leisure  he  starts  a  new 
sheet  with  balance  and  date  for  statement  clerk's  next  transactions. 

The  customers'  deposit  when  made  could  be  receipted  for  in  any  one 
of  three  or  four  ways.  A,  form  of  receipt  could  lie  attached  to  the  regular 
debit  ticket  form  by  perforated  edge.  A  memoranda  pass  book,  similar  to 
the  style  now  used,  could  be  carried  simply  to  secure  entry  of  deposit.  A 
form  of  receipt  could  be  filled  out  by  the  receiving  teller.  Acknowledgment 
by  mail  could  be  used. 

The  system  outlined  above  will  give  the  dealer  the  "statement  of  ac- 
count" at  once,  without  delay  or  unnecessary  confusion. 

The  sheets  are  always  neat,  clean  and  fresh,  for  if  a  dealer  does  not 
call  frequently  enough,  the  vouchers  can  be  sent  to  him  by  mail. 

The  examiners  can  always  compare  the  accounts,  or  any  one  or  more, 
and  feel  sure  there  is  no  danger  of  any  mistakes  or  other  means  of  loss, 
because  of  the  absolute  impossibility  of  securing  all  pass  books,  and  this 
can  be  done  very  rapidly  with  but  little  interference  with  the  routine  work. 

No  lost  or  mislaid  accounts  is  self  evident. 

No  collusion  would  be  possible  between  any  two  clerks  or  with  a  dealer 
and  book-keeper,  as  the  statement  written  up  by  one  man  is  checked  by  one 
book-keeper  when  called  back  and  by  the  other  when  delivered  to  chief 
clerk  for  final  disposal. 

Xo  counter  errors  in  posting  would  be  likely  to  occur,  for  two  men  arc 
proving  the  same  transaction  and  the  chief  clerk  verifies  the  number  of 
items  on  delivery  to  dealer. 

This  system  is  not  intended  to  save  or  reduce  labor  or  time  but  to  give 
better  results  with  the  same  expenditure  of  time  and  labor. 

F.  Mead. 
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370.  BANK  (SAVINGS)  TRIAL  BALANCES.— The  clerical 
work  in  a  savings  bank  is  somewhat  different  from  that  of  a  National  bank. 
In  the  latter,  the  same  schedule,  differing  only  in  volume,  would  apply  to 
any  day  in  the  year;  while  in  the  savings,  aside  from  the  daily  postings, 
writing  up  cash  and  incidentals,  the  taking  off  the  semi-yearly  trial  balance, 
computing  and  posting  the  interest  form  the  bulk  of  the  work  behind  the 
counter. 

Five  ledgers  are  in  use,  A,  B,  C,  D,  and  E,  each  being  represented 
on  the  cash  book  by  its  separate  column,  and  in  this  column  all  transactions 
on  this  ledger  are  posted,  so  that  at  any  time  a  correct  balance  may  be  taken 
of  this  ledger  as  if  it  were  the  only  book  in  the  institution. 

We  will  suppose,  for  example,  that  the  next  trial  balance  is  to  be 
taken  on  June  1  and  interest  credited  on  July  1.  It  is  now  April  1,  leaving 
eight  weeks  for  the  work,  for  we  shall  "take  it  easy." 

An  abstract  is  made  of  all  open  accounts,  taking  only  the  number  and 
surname;  some  book-keepers  would  omit 'the  latter  to  save  time,  but  the 
name  will  help  identify  the  account  and  may  help  avoid  errors.  Allowing 
two  weeks  for  this,  we  come  to  April  15.  Now,  taking  the  abstract  of 
December  1.  and  the  balance  of  each  account  as  indicated  thereon,  by 
adding  the  interest  and  the  credits  and  subtracting  the  debits,  we  have  an 
independent  balance  and  a  correct  one.  Opposite  that  proven  balance,  a 
prominent  and  distinctive  check  mark  is  made  so  that,  in  the  event  of  an 
error,  we  need  not  look  for  it  in  the  balances  back  of  this  check. 

Doing  this  carefully,  we  consume  three  weeks — May  6.  Experience 
has  taught  us  that  the  older  the  ledger,  the  fewer  and  less  active  are  the 
accounts.  Therefore  we  can  balance  the  older  ones  early  in  the  month  and 
yet  have  but  few  changes  to  make  when  they  are  extended  to  the  end  of 
the  period. 

Taking  "A."  the  oldest  and  the  abstract  already  made,  we  proceed  to 
fill  in  the  amounts,  foot  and  balance  to  May  8.  "B,"  the  next  in  order  to 
May  12.  Likewise  "C"  to  May  IS  and  "D"  to  May  27.  We  now  have  all 
but  "E,"  the  most  active.  During  the  last  three  days  the  amounts  are 
entered  opposite  their  respective  names,  but  no  footings  made.  As  soon 
as  the  books  are  closed  this  is  rapidly  checked  up,  footed  and  balanced. 

Taking  the  cash  book  as  a  basis,  the  others  are  brought  up  to  date. 
Allowing  three  days  for  this,  June  3  would  find  us  with  the  work  com- 
plete. Of  course,  should  an  error  or  two  creep  in.  it  might  be  necessary 
to  check  postings  and  prove  footings,  etc.,  and  this  schedule  would  vary 
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somewhat,   but   it  has   been   done   in   the  time   indicated   and   bothersome 
errors  located  beside. 

The  interest  is  computed  and  posted  in  the  same  order,  as  only  with- 
drawals will  affect  this.     The  changes  here  being  made  while  posting. 

This  for  smaller  banks,  but  how  about  the  large  ones  ?  By  using  two 
cash  books,  one  for  the  bond  and  mortgage  and  general  ledgers  and  the 
other  for  the  depositors,  ruling  eight  columns  to  the  page,  which  could 
easily  be  done  without  crowding,  and  allowing  from  three  to  five  thousand 
accounts  to  the  ledger,  this  plan  could  be  used  to  advantage  in  banks  having 
upwards  of  thirty  thousand  accounts.  Or.  the  older  ledgers  might  be 
grouped  and  still  further  extend  the  scope  of  this  idea.. 

W.  H.  Kniffin,  Jr. 

371.  BILLS  RECEIVABLE  RECORD.— A  large  corporation  has 
been  using  the  method  for  a  number  of  years  of  crediting  the  customer  with 
the  net  amount  (that  is.  the  amount  of  the  note  less  interest)  when  interest 
was  included  in  the  note. 
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The  debit  column  (1)  gives  the  full  amount  of  note.  The  credit 
column  (2)  gives  net  amount  credited  customer,  and  interest  column,  the 
amount  to  credit  to  interest.  Interest  is  credited  once  at  the  bottom  of  the 
page  for  the  total  amount  on  the  page. 

The  plan  has  worked  very  well  except  with  a  few  customers,  who  could 
not  understand  why  they  did  not  receive  credit  for  full  amount  of  note, 
though  the  same  was  explained  to  them  when  the  note  was  sent  to  them  for 
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signature.  In  forty-nine  cases  out  of  fifty  it  was  understood  and  satisfac- 
tory. One  thing  in  its  favor,  it  showed  a  credit  to  exactly  balance  the 
invoices  covered  by  the  note  or  notes. 

372.  BONDS,  TREATMENT  OF.— A  Redemption  fund  should  be 
created  out  of  undivided  profits,  as  amounts  are  set  aside.  We  would  debit 
profit  and  loss  and  credit  Redemption  fund.  This  will  show  its  availability 
and  not  interfere  with  the  profits  of  the  business  at  end  of  year  when  books 
are  closed  and  the  profits  are  carried  to  surplus  account.  We  would  debit 
surplus  account  and  credit  Redemption  fund  for  amount  set  aside.  Bond 
account  is  only  credited  when  bonds  are  sold.  We  will  have  to  anticipate 
paying  interest  on  our  bonds,  and  in  creating  this  account  we  will  debit 
profit  and  loss  and  credit  interest  account  from  time  to  time.  When  we 
purchase  United  States  bonds,  it  will  be  necessary  to  credit  cash  and  debit 
United  States  bond  account,  and  when  we  receive  interest  on  these  bonds, 
debit  cash  and  credit  United  States  bond  interest  account.  When  these 
bonds  are  redeemed  debit  cash  and  credit  United  States  bond  account.  Debit 
United  States  bond  interest  account  and  credit  our  own  bond  interest  ac- 
count. I  think  the  interest  earned  from  the  United  States  bonds  rightfully 
belong  to  our  bond  interest  account,  as  the  bonds  would  be  evidently  pur- 
chased with  money  raised  from  selling  our  own  bonds.  When  we  sell  our 
bonds  we  will  debit  cash  and  credit  bond  account.  When  we  pay  interest  on 
these  bonds,  we  credit  cash  and  debit  interest  account.  When  our  bonds  are 
redeemed  we  will  credit  cash  and  debit  bonds  account,  credit  cash  and  debit 
interest  account.  Bond  and  interest  accounts  will  then  balance.  You  under- 
stand the  bond  account  and  interest  will  equal  Redemption  fund.  It  will 
then  be  in  order  to  debit  Redemption  fund  and  credit  profit  and  loss.  Wre 
credit  profit  and  loss  because  we  paid  in  cash  and  cash  is  credited.  All 
accounts  are  closed  and  are  as  though  they  never  appeared  on  the  books. 

To  further  illustrate : 

Dr.  profit  and  loss  or  surplus.  Cr.  Redemption  fund. 

(for  amount  set  aside.) 
Dr.  profit  and  loss.  Cr.  Interest  account. 

(for  amount  set  aside.) 
Dr.  cash.  Cr.  Bond  account. 

(as  bonds  are  sold.) 
Cr.  cash.  Dr.   Bond  account. 

(as  bonds  are  redeemed.) 
Cr.  cash.  Dr.  Interest  account. 

(as  paid  to  bondholders.) 
Dr.  Redemption  fund.  Cr.  profit  and  loss. 

(When  bonds  are  redeemed  and  to  close  accounts.) 
Cr.  cash.  Dr.  U.   S.   Bond  account. 

(when  we  buy  these  bonds.) 

Dr.  cash.  Cr.  U.  S.  Bond  account. 

(when  these  are  paid.) 
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Dr.  cash.  Cr.  Interest  account  U.  S.  bonds. 

(when  we  receive  interest  on  these.) 
Dr.   Interest  account  U.  S.  bonds.  Cr.   Interest  account. 

(Our  own  bonds  from  use  of  funds.) 

373.  CARD  LEDGER  SYSTEM.— The  system  hereunder  described 
is  that  used  by  a  large  savings  bank,  but  the  principle  may  be  conveniently 
adapted  to  the  requirements  of  any  business,  where  the  number  of  cus- 
tomers' accounts  is  very  large  and  sectionalization  necessary  so  that  several 
book-keepers  may  be  employed  on  the  work. 

In  this  case  the  accounts  are  divided  into  sections  of  1000  accounts 
each,  a  book-keeper  being  appointed  to  each  section.  A  separate  tray  is 
provided  for  each  1000  accounts  (see  illustration)  so  each  tray  really  con- 
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stitutes  a  separate  ledger,  each  book-keeper  controlling  ten  ledgers.  The 
book-keeper's  desk  illustrated  shows  in  the  foreground  a  section  containing 
ten  trays  or  sub-sections. 

The  cards  are  indexed  by  number  and  the  guide  cards  are  made  with 
large  projections  for  convenience  of  the  book-keepers  in  quickly  securing 
any  desired  card.  These  large  projections  on  the  guide  cards  give  numbers 
in  tens.  The  small  projections  on  the  ledger  cards  give  units  from  1  to 
9 :  thus,  to  find  account  493433  look  for  guide  49343  and  following  card  3, 

374.     CARD    INDEX. — For    collection    purposes    the    patent    steel 
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pointers  recently  introduced  are  extremely  useful,  making  it  possible  to 
file  cards  alphabetically  and  according  to  date  at  the  same  time  and  in  the 
same  file.  The  cards  have  printed  across  the  top  edge  a  series  of  numbers 
from  1  to  31,  representing  the  days  of  the  month  and  a  patent  steel  pointer 
is  placed  over  the  particular  day  of  the  month  on  which  the  amount  of  the 
account  will  fall  due. 

375.  CASH  AND  BANK.— Labor  Saving  Method  of  Recording 
Bank  Deposits  and  Check  Withdrawals. — This  method  entirely  does 
away  with  the  check  stub,  and  check  register,  and  the  book  may  be  described 
as  a  bank  cash  book. 

The  checks  are  handsomely  lithographed,  showing  the  trade  mark  and 
firm  name,  also  containing  a  voucher  record  which  must  be  properly  signed, 
otherwise  the  bank  upon  which  check  is  drawn  will  not  accept  it.  These 
checks  are  printed  four  or  five  in  a  pad,  padded  at  the  bottom — numbers 


162 


BOOK-KEEPING    AND    BUSINESS    PRACTICE 


375 


AcfODjtNane 

ELxplarjfltfof) 

L. 

F. 

General 

ColtecTi  oi)  Ledger 

Old  Accounts  PflY^ble 

bak 

Ledger 

AtoK. 

LToZ. 

NfltSU.E.x|s.t,La»i) 

Pjjila^iiJNewYorK 

Ctycafo 

1&  rough 

*~-f-oru/ar<j 

.  ._ 

EL< 

XfDeQ 

dec] 

Purchase 
biscowvf 
Credit 

Retail  be  bits 

... 

Cnst)  Credit" 

fc<lf)K  Withdrawals 

Withdrawals 

Ixpetfil 

Adv.E>|> 

Frt&ty) 

Salary 

Wjolewk 

Retail 

Ck.No. 

Ck.No. 

CK.No. 

running  from  top  to  bottom,  thus  rendering  it  very  easy  to  draw  checks 
as  you  can  draw  four  or  five  without  having  to  detach  them  each  time. 

The  cash  book  is  ruled  in  order  to  show  the  distribution  of  the  various 


Cash 


• 
Me 

Account  Ndines 

£xj3lfli)otloi) 

Ledger 
Folio 

General 

Ledger- 
Credit 

Sales 

Ledder- 

Crerd;r 

Retail 

General  Lcdjt 

Credit  ' 

Purchase 
Ledder 
Crebit 

Retail  De^t 
Credit- 

l^yrouq  hi~  -/~0 

rujar~& 

Received 

Retired 
Coops 

Credit 

Sales 

discount 

Debit 

m  si?  Debit 

<bar>K  |                        BflrjK 

be  bo  sit 

Ibdlaijce 

£)ef>osit 

(iuLocc 

| 

I 

163 


376 


TUORNES    TWENTIETH    CENTURY 


accounts  of  the  checks  drawn,  also  showing  any  deduction,  as  discount,  etc., 
and  the  net  amount  of  check  together  with  check  number.  These  numbers 
are  put  in  from  time  to  time,  using  a  numbering  machine  in  order  to  have 
same  uniform  and  clear  and  distinct. 

376.  CASH  AND  BANK  RECORDS.— Form  No.  1  represents  the 
cash  expended  side  of  a  large  legal  business,  all  receipts  being  deposited  in 
the  bank  and  all  expenditures  paid  by  check.  The  check  is  always  a  com- 
bined voucher  and  check ;  consequently  one  number  and  one  entry  covers 
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the  full  transaction,  and  by  having  the  checks  bound  in  blocks  instead  of  in 
books,  the  entry  usually  made  in  the  check  honk  is  avoided — in  other  words, 
the  cash  book  becomes  a  stub  check  book  and  voucher  book,  doing  away 
with  both  of  these  useless  books  in  a  business  that  is  concentrated  under 
one  management. 
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If  the  business  is  a  large  one  with  several  banks,  a  book  is  used  for 
bank  records,  such  as  Form  No.  2.  In  this  book  nothing  is  entered  except 
the  daily  deposits  and  withdrawals,  leaving  the  net  balance.  If  it  is  a  small 
business  treat  it  as  on  Form  No.  3,  where  the  deposits  and  balances  are 
side  by  side. 

Form  No.  4  is  an  illustration  of  cash  expended,  where  required  to  keep 
separate  records  of  wholesale  and  retail  departments.         F.  L.  Small. 

377.  CASH  BOOK. — In  some  businesses  two  cash  books  are  used 
one  solely  for  remittances,  posting  from  thence  direct  to  the  sales  ledger, 
this  book  consequently  showing  nothing  but  receipts.     See  illustration. 


CUSTOMERS  REMITTANCES. 


1901 

Name 

Ledger 
Folio 

Total 

Freight 
and  Exp. 

Discount 

Net 

Daily  Net 
Totals 

1 

97 
146 

40 
20 

00 
00 

25 
20 

80 
40 

38 
19 

95 
20 

58          15 

From  this  cash  book  is  posted  to  the  sales  ledger,  the  amount  in  the 
total  column,  which  gives  the  customer  credit  for  the  full  amount  to  which. 
he  is  entitled. 

At  the  end  of  each  month,  the  totals  of  the  columns  "Frt.  and  Exp.," 
and  "Discount,"1  are  journalized  in  the  general  journal,  charging  the  above- 
named  accounts  with  their  respective  amounts,  and  crediting  the  sum  of  the 
two  to  accounts  receivable  in  the  general  ledger. 

Each  day  the  amount  for  the  day  in  the  column  "Daily  Net  Totals,"  is 
carried  to  the  general  cash  book,  the  form  of  which  is  given  below,  any 
four  column  cash  book  being  available  for  use.  The  debit  side  of  the  gen- 
eral cash  book  is  as  follows : 

Dr.  GENERAL  CASH. 


1901 

Receipts 

Ledger 
Folio 

Accounts 
Receivable 

General 
Accounts 

Daily 
Receipts 

Daily 
Balances 

May 

1 

100 
62 

98 

58 

15 

5 
4 

00 
00 

67 

ir. 

1000 
'.Ml 

00 

Merchandise--Cash  Sale 

Frt.  and  Express  Rebate   from 
N.  Y.C.  &  H.R.R 

95 

GENERAL  CASH. 

c 

R. 

1901 

Disbursements 

Ledger 
Folio 

Voucher 

No. 

Audited 
Voucher 

General 
Accounts 

Interest 
and  Disc't 

Daily 

Disburs. 

May 

1 

27 

7."> 

00 

Ml      '   00 

20 

125 

C.  Clark— advanced  for 
Exchange  on  deposit . . . 

ex  p. 

20 
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As  to  posting  from  the  general  cash  book  to  the  general  ledger  the  pro- 
cedure is  as  follows  : 

Each  day  from  the  debit  side  post  to  their  respective  accounts  the  items 
in  the  column  headed  ''General  Accounts,"  and  at  the  end  of  each  month 
post  the  total  of  the  column,  "Accounts  Receivable"  to  the  account  bearing 
that  title,  and  the  total  of  the  column,  "Daily  Receipts,"  to  the  debit  of 
"Cash  Account." 

Each  day  from  the  credit  side,  post  to  their  respective  accounts  the 
items  in  the  column  "General  Accounts,"  and  at  the  end  of  each  month, 
post  the  totals  of  the  columns  "Audited  Vouchers"  and  "Interest  and 
Discount,"  to  the  accounts  bearing  these  respective  titles,  and  the  total  of 
the  column,  "Daily  Disbursements,"  to  the  credit  of  "Cash  Account." 

The  idea  of  carrying  a  separate  column  for  interest  and  discount  is  for 
the  purpose  of  saving  room  in  the  ledger,  by  posting  only  one  item  per 
month  instead  of  daily. 

This  system  of  keeping  the  cash  book  presents  a  plan  for  balancing  the 
cash  daily,  without  ruling  off  the  book,  and  bringing  down  balances  each 
day.  It  also  presents  an  easy  and  perfect  system  for  verifying  the  bank- 
balance  at  any  date,  if  all  receipts  are  deposited  daily,  as  they  should  be. 

378.  CASH  DISCOUNTS.— There  is  a  great  difference  of  opinion 
as  to  whether  these  discounts  properly  belong  to  Trading  account  or  Profit 
and  Loss,  and  some  arguments  in  regard  to  the  matter  are  herewith  pre- 
sented : 

It  is  understood  that  Cash  Discount  is  handled  separately  from  bank 
discount,  but  the  latter  being  a  form  of  cash  discount  the  writer  claims  that 
it  should  be  posted  in  a  general  "discounts"  account. 

The  subject  must  be  handled  from  the  business  man's  point  of  view 
and  not  from  a  book-keeper's  theoretical  standpoint.  The  well  posted  sales- 
man has  in  mind,  when  making  a  price,  whether  his  customer  takes  advan- 
tage of  cash  discounts  or  takes  full  time.  It  is  a  fact  when  the  salesman 
makes  a  very  close  price  he  stipulates  "no  cash  discount."  It  therefore 
follows  that  Cash  Discount  on  sales  should  appear  in  trading  account.  The 
buyer  also  considers  whether  his  firm  "discounts"  or  not  when  determining 
the  price  he  will  pay  on  purchases. 

The  matter  of  interest  of  loans  from  bank  to  enable  the  business  man 
to  take  advantage  of  discounts,  and  the  discounting  of  notes  which  he  has 
been  obliged  to  take  for  goods  sold  (bills  receivable)  are  entirely  different 
matters  and  pertain  to  capital,  or  the  lack  of  it.  Such  being  the  case  it 
would  seem  that  bank  discounts  are  a  "general  expense"  and  must  be  trans- 
ferred from  "discounts"  account  to  profit  and  loss  direct. 

166 


BOOK-KEEPING    AND    BUSINESS    PRACTICE  378 

Therefore,  to  get  a  clear  idea  of  this  subject  it  is  necessary  to  divide 
cash  discounts  into  three  parts. 

Discounts  on  bills  receivable  (bank  discounts). 

Discounts  on  purchases. 

Discounts  on  sales. 

The  first  is  a  general  expense,  and  not  chargeable  to  purchases  for  the 
reason  that  discounts  are  not  taken  at  the  bank  except  when  capital  is  short. 
The  second  should  be  carried  to  trading  account  with  the  amount  of  pur- 
chases. The  third  is  also  a  matter  for  trading  account.  By  putting  the 
latter  two  in  trading  account  the  writer  is  claiming  that  the  business  man 
considers  the  discounts  when  making  purchase  or  sales  prices.  It  is  con- 
tended also  that  the  amounts  of  discounts  should  appear  in  trading  account 
on  the  same  side  of  the  account  as  the  amount  on  which  it  is  a  discount. 

The  writer  holds  that  the  simplest  way  to  handle  cash  discounts  is  to 
carry  all  cash  discounts  in  one  tabular  account  under  sub-heads.  The 
account  may  be  called  Cash  Discounts,  the  divisions  to  be  made  as  found 
most  suitable. 

The  ledger  should  be  double  ruled,  Dr.  &  Cr.  under  each  head. 

The  balance  of  interest  and  discount  should  be  transferred  to  profit  and 
loss  direct  with  the  other  general  expense  items  at  the  end  of  the  period. 

The  balance  of  Discount  Purchases  should  be  transferred  to  purchases 
account  and  from  that  transferred  to  trading  account  at  the  end  of  the 
period.  When  making  the  transfer  to  trading  account  it  should  be  item- 
ized, as 

Trading  account  Dr. 

To   Purchase  account  $ 

Less  discount  $ 

$ 

The  balance  of  "discount  sales''  should  be  treated  in  the  same  manner 
as  discount  on  purchases. 

Sales  account  Dr. 

To  Trading  account  $ 

Less   discount  $ 

$ 

It  is  advisable  to  transfer  accounts  to  trading  account  and  profit  and 
loss  account  only  once  a  year  because  all  comparisons  and  calculations  arc 
made  by  the  year,  and  it  makes  it  much  simpler  for  the  accountant  to  make 
his  monthly  statement  of  earnings  and  expenses.  By  keeping  the  above 
account  as  suggested  for  the  whole  year  before  transferring  to  profit  and 
loss  and  trading  account,  the  asset  and  liability  statement  can  be  made 
more  easily.  All  the  open  expense  and  earning  accounts  showing  as  undi- 
vided expenses  and  undivided  earnings.  The  columns  of  each  discount 
account   will  have  to  be  footed  at  the  end  of  each   month    for  the  trial 
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balance,  and  these  footings  can  be  of  use  when  making  up  the  monthly 

statement.     Deducting  the  footing  used  at  the  end  of  the  previous  month 

from  that  of  the  present  month,  the  result  will  be  the  discount  for  the 

present  month  and  the  item  to  be  used  in  making  up  the  monthly  statement. 

When  itemizing  in  the  monthly  earnings  statement  the  deductions  and 

totals  on  the  line  below  when  a  "short  column"  is  used  should  be  put, 

JANUARY. 
Sales  account  $ 


Less   discount 

Net 

Purchase  account 

$ 

Less  discount 

$ 

Net 

$ 

Balance  gross  profit  from  Trading 

account 

$ 

Totals 

$ 

Gross  profit  as  above 

Sundry  Trading 

($ 

Expense  accounts 

($ 

Balance,  net  trading  profit 

$ 

Totals 

$ 

Net  trading  profit  as  above 

List 

) 

($ 

General 

) 

($ 

Expenses 

) 

($ 

"Int.  &  Disc." 

) 

($ 

Salaries 

) 

('$ 

Pay  roll,  etc. 

) 

($ 

Balance,  net  profit  month  January 

$ 

Totals 

$ 

By  making  up  this  statement  in  a  trial  balance  ruled  for  twelve  months 
with  fly  leaves  and  putting  deductions  and  additions  on  the  line  below,  it  is 
possible  to  make  comparisons  with  any  previous  month's  business.  For 
convenience  the  yearly  deductions  and  totals  may  be  transferred  to  a  special 
statement  book  ruled  after  the  same  manner  with  numbered  lines  and  by 
putting  each  account  on  the  line  in  the  yearly  book  that  it  occupies  in  the 
monthly  book  ready  reference  and  comparison  may  be  made  of  the  monthly 
and  yearly  expenses.  C.  A.  Rose. 

The  text  book  definitions  of  the  term  Cash  Discount  do  not  help  us 
much,  as  they  mostly  state  it  to  be  "an  allowance  in  consideration  of  a  debt 
being  liquidated  before  due  date."  but  this  is  only  partly  true  since  discount 
is  at  the  present  day  allowed  under  such  conditions  that  it  can  be  often 
considered  as  simply  an  additional  temptation  to  buyers. 

(A.)  Assuming  normal  conditions  to  rule  a  business  as  regards  an 
adequate  supply  of  capital  in  the  proprietory  or  the  ability  to  borrow,  to 
meet  any  extra  pressure,  at  reasonable  rates,  it  must  be  allowed  that  a 
discount  of  say,  2l/2  per  cent  at  one  month  or  net  at  three  months — equal 
to  an  allowance  for  payment  in  one  month  instead  of  three,  at  the  rate  of 
15  per  cent  per  annum — consists  as  regards  only  about  one-third,  of  interest 
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on  money  prepaid,  the  remaining  two-thirds  of  the  allowance  being  attribut- 
able to  some  other  factor  in  the  scheme  of  business,  the  feeling  that  short 
credits  are  safest  being  the  principal. 

(B.)  Larger  discounts  and  longer  terms  of  credit  are  sometimes 
allowed  and  in  many  cases  an  alteration  in  the  rate  of  the  so-called  discount 
is  the  only  means  of  varying  the  price  of  an  article  which  is  sold  on  a  fixed 
list. 

The  advantages  of  a  fixed  price  list  are  obvious  in  the  case  of  a  prin- 
cipal who  desires  to  watch  with  the  least  possible  trouble  how  his  salesmen 
are  working  or  in  the  case  of  a  combination  of  manufacturers  where  the 
attempt  is  made  to  fix  a  minimum  price. 

In  the  former  case  the  salesman  may  be  tempted  to  meet  competition 
or  to  encourage  trade  by  increasing  the  rate  of  discount  he  allows  or 
lengthening  the  period  of  credit,  and  the  like  procedure  may  be  followed  in 
the  latter  case  by  weaker  or  less  scrupulous  members  of  the  combination. 

(C.)  Another  class  of  discount  may  be  found  in  the  case  of  hemp 
from  the  Philippines,  butter  from  Canada,  lard  from  the  United  States. 
etc.,  to  Great  Britain,  in  which  cases  drafts  are  made  against  documents  at 
three  months  from  date  of  B7  lading  and  these  are  "rebated,"  when  it  is 
desired  to  obtain  possession  of  the  documents,  by  the  bank  allowing  interest 
at  an  agreed  rate  for  the  unexpired  portion  of  the  three  months. 

(D.)  The  last  class  of  discount  I  shall  mention  is  that  of  allowing, 
as  on  some  articles  imported  from  the  continent  of  Europe,  \]/\  per  cent 
discount  for  cash  on  receipt  of  invoice,  no  alternative  being  allowed. 

Reviewing  these  different  classes  of  discounts  it  may  be  said  that  Class 
C  seems  to  present  the  best  ground  upon  which  to  base  a  claim  for  treating 
a  cash  discount  as  pertaining  to  revenue,  since  the  allowance  is  quite  clearly 
made  in  respect  of  prepayment  of  the  amount  due.  Class  D  presents  none 
at  all,  as  there  is  no  question  of  prepayment,  the  bargain  being  strictly  for 
cash,  the  allowance  being  made  through  some  custom  of  trade  the  object 
of  which  is  not  clear. 

Classes  A  and  B  range  themselves  between  these  two  extremes  at 
points  which  may  fairly  be  considered  debatable. 

In  entering  upon  the  consideration  of  Class  C  it  may  be  premised  thai 
the  selling  price  of  any  commodity  is — apart  from  the  fluctuations  due  to 
the  condition  of  the  market  at  the  moment — governed  by  the  cost  to  the 
producer  of  his  raw  material,  his  expenditure  on  labor,  his  outlays  Eor  rent. 
etc.,  a  margin  of  profit  for  himself  to  meet  possible  losses,  and  interest  upon 
the  cost  of  his  material  during  the  period  estimated  to  elapse  between  pur- 
chase and  sale,  as  well  as  upon  his  charges  for  the  period  estimated  to  elapse 
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between  outlay  and. sale,  and  upon  this  basis  he  quotes  his  prices.  If  he  be 
assured  of  spot  cash  his  price  is  at  once  before  him,  but  if  he  be  obliged, 
by  the  custom  of  trade,  or  to  humor  his  customers,  to  quote  a  price  payable 
at  a  future  date  and  possibly  subject  to  a  discount,  he  simply  adds  to  his 
price  such  sums  as  will  recoup  him  for  the  deduction  he  has  to  allow  at 
settlement  and  for  the  extension  of  credit. 

Accordingly,  if  he  sells  abroad  on  a  three  months'  draft  through  his 
bankers  he  adds  the  cost  of  discounting  to  his  price  and  he  extends  the 
invoice  value  in  his  day  book  calculated  at  such  price,  and  ultimately  credits 
trading  account,  whole  value  of  which,  as  we  have  seen,  may  include  an 
added  amount  and  I  hold  that,  this  being  the  case,  trading  account  should 
in  like  manner  be  debited  with  the  amount  of  the  discounts  allowed  and 
to  be  allowed,  the  effect  of  this  being  to  reduce  the  results  shown  by  that 
account  to  a  spot  cash  basis. 

Speaking  of  discounts  generally,  there  will  always  be  a  few  customers 
who  do  not  meet  their  obligations  promptly  and  thereby  lose  the  discount. 
This  will  be  an  unjust  gain  to  trading  account  and  can  only  be  avoided  in 
a  simple  way  by  adopting  a  system  of  calculating  the  amount  of  discount 
on  the  sales  for  the  period,  debiting  trading  and  crediting  revenue,  when 
the  discounts  allowed  can  be  debited  to  the  latter  account  and  any  gain 
due  to  discount  withheld  would  fall  to  it. 

The  only  conceivable  case  in  which  revenue  could  be  interested,  apart 
from  that  just  mentioned,  would  arise  if  it  were  the  practice  to  sell  goods 
net  for  spot  cash  and  charge  interest  for  the  time  elapsed  till  the  debt  be 
liquidated.    For  obvious  reasons  this  custom  is  of  but  limited  application. 

That  portion  of  the  Class  A  discount  adjudged  to  consist  of  interest 
has  been  disposed  of  above  and  the  remaining,  and  larger  portion  does  not 
belong  to  interest  account  but  some,  at  any  rate,  to  reserve  for  bad  debts. 

A  part  of  the  discounts  of  Class  B  may  consist  of  allowances  purely 
to  reduce  the  price  of  the  goods  sold  and  can  belong  only  to  trading  account. 
Tin's  factor  being  eliminated,  brings  this  class  of  discount  to  the  level  of 
( 'lass  A  already  disposed  of. 

These  considerations  affect  discount  allowed  but  they  apply  equally  to 
discount  received  since  the  real  value  of  any  ordinary  article  of  commerce, 
leaving  out  abnormal  conditions,  is  its  price  for  payment  at  the  moment  of 
sale  and  not  at  some  future  date,  and  that  value  can  be  got  at  only  by 
deducting  the  amount  allowable  in  consideration  of  so-called  prepayment. 

T  omit  all  reference  to  discounts  on  purchases  of  salvage,  job  or  dis- 
tressed goods  as  these  cannot  strictly  be  classed  as  cash  discounts  but  are 
of  the  nature  of  trade  discounts. 
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On  a  general  survey  of  the  whole  subject  I  claim  that  the  discounts 
belong  to  trading  and  not  to  revenue.  R.  Pollok. 


A  COMPARATIVE  DISCOUNT  SUMMARY 


Date        Fol. 

Interest  and  Discount 

Discount  on  Purchases 

Discount  on  Sales 

Remarks 

Dr. 

Cr. 

Remarks 

Dr. 

Cr. 

Remarks 

Dr. 

Cr. 

379.  CASH  REGISTERS  FOR  NOTES  AND  COLLECTIONS. 

— Various  methods  have  been  recommended  for  properly  accounting  for 
notes  payable  and  receivable,  from  time  to  time,  but  so  far  most  of  them 
have  advocated  book  forms  of  different  rulings.  The  majority  of  the 
methods  are  plain  and  practical,  but  probably  cards  would  be  much  better 
for  the  purpose,  so  the  following  system  was  evolved.  No  record  of  notes 
of  any  kind  could  be  much  more  unsatisfactory  than  the  ordinary  note 
book  which  is  sold  in  stationery  stores. 

We  all  know  the  form — half  the  book  ruled  for  bills  payable  and  the 
same  form  turned  upside  down  for  bills  receivable,  all  being  bound  under 
one  cover.     The  ingenuity  of  this  device  may  appeal  to  many,  but  neverthe- 
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less  it  is  very  undesirable  if  there  are  any  number  of  notes,  especially  if  it 
should  happen  that  a  number  would  be  renewed. 
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The  main  advantages  of  cards  for  this  purpose  are  that  the  unpaid 
notes,  or  rather  the  records  of  them,  are  not  scattered  promiscuously  among 
those  which  have  been  paid,  plenty  of  space  is  provided  for  all  information 
about  the  note,  an  entire  card  being  used  for  each  note  instead  of  a  single 
line  on  a  page  in  the  midst  of  divers  other  notes,  paid  and  unpaid,  and  in  the 
case  of  a  renewal,  it  can  be  noted  on  the  same  card  without  changing  the 
number  of  the  note  or  the  location  of  the  record,  thus  saving  much  con- 
fusion. Besides  this,  the  cards  are  filed  to  the  dates  on  which  the  notes 
fall  due,  thus  acting  as  a  perpetual  reminder. 

Form  1  is  the  card  used  for  notes  receivable.  Notes  payable  are 
recorded  on  a  card  ruled  and  printed  in  the  same  way,  but  which  should  be 
of  a  different  color,  say  white  for  notes  receivable  and  salmon  for  notes 
payable.  The  cards  are  4x6  in.  in  size,  and  are  tabbed  from  1  to  0  for 
convenience  in  filing  after  the  note  is  paid.  When  a  note  is  accepted,  a  card 
is  made  out  and  filed  ahead  in  a  monthly  index  to  the  date  on  which  the  note 
falls  due.  A  card  must  be  used  which  has  a  tab  number  corresponding  to 
the  units  figure  of  the  note  number.  For  note  No.  80,  an  "0"  card  would 
be  selected.  The  best  way  to  keep  this  matter  in  order,  and  at  the  same  time 
avoid  trouble  with  the  note  numbers,  is  to  keep  a  few  cards  in  the  rear  part 
of  your  filing  case  behind  the  division,  in  regular  order,  1  to  0.  Let  there 
be.  say  five  l's,  five  2's  and  so  on  up  to  0,  keeping  the  same  numbers  to- 
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gether.  Then  when  you  have  made  out  note  number  1  move  the  remaining 
cards  with  the  "1"  tab  back  of  those  with  the  "0"  tab.  The  2's  will  then 
be  in  front  and  there  can  be  no  mistake  in  the  note  numbers  if  this  is  fol- 
lowed out.     Space  is  provided  on  the  cards  for  the  name  and  address,  the 
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note  number,  the  voucher  for  which  the  note  is  given  in  payment  (in  the 
case  of  notes  payable),  the  date  of  the  note,  the  time,  when  due,  the  dispo- 
sition, whether  paid,  renewed  or  protested,  with  the  date,  information  re- 
garding the  renewal,  remarks,  and  the  amount  of  note,  interest,  etc.  This 
gives  an  extremely  complete  record  of  anything  which  could  arise  concern- 
ing the  note  or  interest,  and  is  a  plain,  simple  record  which  can  be  found 
at  a  moment's  notice.  In  this  respect  alone  there  is  sufficient  to  commend 
it  to  many  over  the  book  record. 

To  illustrate  the  system  more  fully  we  will  go  over  Form  1.  On  this 
card  is  the  record  of  note  number  SO,  given  by  J.  J.  Lewis  for  merchandise 
purchased.  His  name  and  address  and  the  note  number  are  given,  and 
under  the  "V.  No."  space  is  shown  for  what  the  note  was  given,  together 
with  the  ledger  folio  of  his  account.  The  note  was  given  on  May  1st. 
1003,  at  60  days  which  would  make  it  due  on  June  30th.     The  amount. 
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$202.00  is  shown  at' the  lower  right  hand  section  of  the  card,  with  the  in- 
terest. The  claim  against  Mr.  Lewis  was  $200  and  he  chose  to  include 
the  interest  in  the  note,  making  the  total  amount  $202.  When  the  note  is 
nearly  due,  he  asks  for  the  privilege  of  renewing  it,  which  is  granted,  and 
when  the  renewal  note  arrives,  with  a  check  for  the  interest  in  advance,  it 
is  noted  on  the  card.  The  card  was  originally  filed  for  June  30th,  the  days 
on  which  the  note  fell  due,  but  it  is  now  filed  ahead  to  August  20th,  as  the 
renewal  is  due  on  that  date.  On  August  20th  the  note  is  paid,  so  the  pay- 
ment is  stated  on  the  card,  which  is  also  stamped  "paid,"  and  is  then  filed 
away  after  the  "80-00"  division  of  the  index  where  it  serves  as  a  permanent 
record,  and  is  found  without  the  least  trouble.  Of  course  an  alphabetical 
index  could  be  used  in  place  of  the  numerical,  the  tabs  bearing  the  letters 
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of  the  alphabet  instead  of  numbers,  but  for  most  purposes  the  method  here 
illustrated  will  be  found  the  most  convenient.  When  a  note  is  received  it 
is  credited  to  the  account  of  the  person  giving  it,  and  in  case  of  his  failing 
to  pay  it,  he  is  again  charged  with  the  amount. 

The  notes  payable  register  is  run  on  the  same  lines,  a  card  ruled  and 
printed  exactly  the  same  being  used,  though  as  stated  above  it  should  be 
of  a  different  color.  The  file  and  indexes  are  the  same  as  those  used  for 
notes  receivable.  In  the  illustration  (Form  2),  a  note  is  represented  as 
having  been  given  to  the  L.  and  N.  Co.  for  an  account  of  $565.50,  per 
voucher  No.  1684.  The  date,  time  and  due  dates  are  all  noted  and  the  card 
filed  ahead  to  May  18th,  when  it  is  renewed.  The  interest  was  paid  in 
advance  when  the  original  note  was  given,  but  is  shown  here  as  included 
in  the  renewal.  On  May  10th  the  old  note  was  returned  and  its  return  noted 
in  the  space  provided  for  that  purpose.  This  shows  definitely  whether  the 
original  note  has  been  returned,  without  going  over  a  number  of  other  notes, 
and  in  case  it  is  not  returned  within  a  few  days,  the  card  will  act  as  a 
reminder  and  a  letter  can  be  written  concerning  it. 

When  this  system  is  once  understood  it  is  very  simple,  yet  comprehen- 
sive. The  full  and  complete  information  given  on  these  cards,  concerning 
both  notes  payable  and  notes  receivable,  cannot  possibly  be  gotten  into  the 
single  line  and  contracted  spaces  provided  in  the  ordinary  form  of  note 
register.  In  the  cards  there  is  a  space  provided  for  anything  that  would 
come  up  in  the  ordinary  course  of  a  transaction  involving  a  note,  while  on 
the  ordinary  book  form,  interest,  returns  of  notes  and  all  other  remarks 
have  to  be  crowded  into  a  space  about  three  inches  in  length.  In  fact  the 
system  here  described  is  practically  the  same  as  using  an  entire  page  for 
each  note,  with  the  advantage  of  an  unlimited  choice  of  indexing  and  the 
more  convenient  and  compact  shape  in  which  the  record  is  kept. 

The  collection  register  is  not  new  or  original,  as  cards  have  been  used 
for  this  purpose  for  a  long  time;  this  being  in  fact,  one  of  the  earliest  uses 
to  which  card  indexes  were  put.  The  form  shown  here  is,  however,  differ- 
ent from  those  in  general  use,  and  we  believe  presents  some  features  which 
may  be  of  interest.  As  usual  a  4  x  6  card  is  used,  this  size  giving  much 
more  writing  space  than  5x3  size,  without  requiring  much  more  room  in  a 
cabinet  or  desk.  These  cards  are  made  with  alphabetical  tabs,  and  are  kept 
in  a  daily  and  monthly  index.  A  card  is  usually  made  out  for  each  account 
on  or  about  the  first  of  each  month.  If  there  are  certain  regular  customers 
who  pay  with  regularity  on  or  near  the  twentieth,  as  is  customary  with 
many  large  concerns,  it  is  not  really  necessary  to  make  cards  for  them,  al- 
though many  prefer  to  keep  a  complete  list.    On  the  left  of  the  card  (Form 
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3),  is  room  for  the  name,  address  and  rating,  while  the  right  hand  half  is 
devoted  to  information  concerning  the  account.  The  space  at  the  bottom 
is  used  to  record  the  correspondence  about  the  account.  When  a  card  is 
made  out,  that  date  is  put  on  with  a  rubber  stamp,  and  the  card  filed  ahead 
to  the  date  when  the  account  is  due,  when  statements  are  sent,  and  the 
ordinary  course  of  collection  gone  through,  letters  being  sent  once  a  week 
or  oftener  until  it  is  paid.  This  method  is  too  familiar  to  everyone  to  take 
up  space  in  describing  it,  so  we  will  proceed  to  the  card  proper.  On  this  is 
represented  the  account  of  C.  B.  Kramer,  whose  account  was  due  Februarv 
17th,  1903.  A  card  is  made  out  on  February  1st,  and  another  on  March 
1st,  which  gives  the  full  record  of  the  transaction.  On  the  original,  the  first 
two  lines  under  "wrote"  and  "reply"  would  be  on  the  February  card,  but 
they  are  given  here  on  one  card  to  avoid  extra  forms,  but  give  a  full  record. 
During  February  and  March  Kramer  makes  additional  purchases  which  are 
noted  in  their  proper  spaces,  and  in  this  way  there  is  at  all  times  a  full 
account  of  the  transactions  with  any  slow  or  hard-up  customer.  The  col- 
lection card  provides  space  for  only  one  amount,  and  thus  does  not  show 
what  is  due  or  past  due,  so  the  ledger  must  be  consulted  on  each  occasion. 
With  the  cards  shown  here  letters  can  be  written  giving  all  necessary  infor- 
mation from  the  cards  alone,  without  consulting  the  ledger,  and  much  time 
saved  thereby.  When  an  account  is  paid  the  card  is  filed  in  the  proper 
division  of  an  alphabetical  index,  where  it  is  useful  for  future  reference. 

R.  W.  McDonald. 

380.  CHECK  REGISTER.— We  illustrate  a  form  of  combination 
check  register  and  distribution  journal,  which  is  very  convenient  and  labor- 
saving.  The  left  hand  side  shows  the  balance  at  bank  and  postings  to 
accounts  payable  and  general  ledgers;  the  right  hand  side  contains  the  dis- 
tribution of  the  checks  to  the  various  disbursements  accounts,  the  totals  of 
these  columns  being  posted  at  the  end  of  each  month.  (For  illustration  see 
page  170.) 

381.  REVERSE  POSTING  OR  SLIP  SYSTEM.— The  question 
of  obtaining  a  daily  check  on  the  work  of  the  book-keeper  is  a  subject  of 
constant  thought  to  him.  We  have  scarcely  ever  found  one  who  did  not 
desire  to  find  some  practical  way  by  which  he  might  rid  himself  of  constant 
suspense  as  to  the  accuracy  of  his  work  and  how  his  trial  balance  is  going 
to  come  out.  Numerous  suggestions  have  been  made,  and  many  methods 
have  been  tried  with  this  end  in  view,  such  as,  for  instance,  the  check  figures 
it,  11,  13,  10,  101,  etc.,  etc.  There  is  no  doubt  that  some  book-keepers  can 
use  the  check  figure  with  such  facility  that  it  makes  no  appreciable  difference 
in  the  amount  of  work  they  are  able  to  perform  in  the  course  of  a  day.    At 
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the  same  time  it  has  been  amply  demonstrated  that  no  check  figure  is  infal- 
lible, and  there  are  a  number  of  transpositions  which  they  will  not  detect. 

There  is  also  a  very  laborious  method  of  providing  special  columns 
in  the  ledger  for  drawing  off  daily  balances  of  accounts.  These  daily  bal- 
ances are  supposed  to  fulfill  the  two-fold  purpose  of  allowing  the  principal, 
or  credit  man,  to  find  the  balance  of  an  account  at  any  time  without  com- 
putation, and  to  facilitate  the  drawing  off  of  a  trial  balance  by  the  book- 
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keeper  at  any  moment  when  he  may  be  required,  or  think  it  desirable  to 
do  so.  The  number  of  publications  which  have  been  offered  to  book- 
keepers on  this  subject  is  legion,  but  most  of  them  are  founded  on  certain 
well-known  lines,  and  in  fact  it  must  be  apparent  to  all  that  there  is  no  royal 
road  to  obtain  a  trial  balance. 

It  is  quite  possible  that  a  large  number  of  the  readers  of  this  article 
may  have  been  long  acquainted  with  the  majority  of  the  systems  referred 
to.  but  the  object  of  this  work  is  to  explain  what  the  authors  consider  to 
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be  .he  most  efficient  and  practical  method  of  obtaining  a  daily  check  on 
book-keeping  work,  and  getting  a  trial  balance  without  drawing  off  the 
individual  balances.  It  is  true  the  method  here  recommended  involves  a 
certain  amount  of  extra  labor,  but  it  is  absolutely  efficient  if  ordinary  care 
is  taken  by  the  book-keeper. 

We  first  call  your  attention  to  the  illustration  here  following,  headed 
"Cash  Book." 


You  will  notice  that  this  illustration  is  also  marked  "Reverse  Posting- 
System."  A  slip  similar  to  this  should  be  provided  not  only  for  the  debit 
and  credit  sides  of  every  book  from  which  postings  are  made,  but  also  for 
the  debit  and  credit  postings  to  each  ledger  used;  thus,  if  the  customers' 
ledgers  are  sectionalized,  being  divided,  say,  into  Country  Sales  Ledger  and 
(  it}'  Sales  Ledger,  there  should  be  a  separate  slip  provided  for  both  debit 
and  credit  sides  of  the  Country  Sales  Ledger  and  the  debit  and  credit  sides 
of  the  City  Sales  Ledger. 

The  book  from  which  postings  are  made  should,  whenever  possible,  be 
placed  on  the  left-hand  side  of  the  ledger,  and  the  slip  should  be  placed 
on  the  right-hand  side  of  the  ledger.  The  reason  is  this  :  After  the  amount 
has  been  posted  from  the  original  entry  to  the  ledger,  and  entered  on  the 
slip,  the  eye  travels  back  to  the  book  from  which  the  posting  has  been  made. 
It,  therefore,  necessarily  crosses  the  posting  in  the  ledger,  so  that  the  book- 
keeper can  note  automatically  that  the  amount  on  the  slip  is  the  same  as 
the  amount  in  the  ledger. 

After  the  postings  from  any  book  of  original  entry  have  been  completed, 
the  amounts  entered  on  the  slip  should  be  footed  and  compared  with  the 
total  of  the  amount  shown  in  the  book  of  original  entry  as  having  been 
posted.  If  the  two  totals  agree,  you  will  know  that  the  work  so  far  as  the 
figures  are  concerned  is  accurate,  and  that  the  books  are  in  balance.  The 
instructions  above  given  pre-suppose  that  the  sales  for  the  different  ledgers 
are  kept  separate,  either  by  using  separate  books  or  separate  columns,  as 
otherwise  the  check  cannot  be  so  easily  applied. 

This  system  will  not,  of  course,  prevent  the  book-keeper  from  posting 
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an  amount  to  the  wrong  account,  nor  do  we  know  of  any  practical  system 
which  could  be  devised  for  that  purpose. 

At  the  end  of  the  month  the  totals  of  the  various  slips  should  be  carried 
to  the  monthly  recapitulation  sheet  as  per  illustration : 
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equal  the  totals  of  the  books  of  original  entry  which  they  represent,  thus 


Bcilcii^ce    51  ip 

iqoA- 

51  if>  Footings 

Forwarded 

Slip  frdlapces 

Ledger  foa\at)cz 
Pf-evi'ou>Moi)TT). 

Le  d^errbcilarjce 

Present  Moij'ttf 

Sales  Leclaer 

mik- 

>1 

I<jb2l 

i+k 

4-6.2 

a  5 

2lSco 

7  5 

22263 

7° 

Jar,, 

Pui-chase     , 

ifitS 

■ju 

Itf-SoC 

57 

2^ 

23 

2lLll 

it 

/tf^J 

ox 

Private       ., 

bfU 

lo 

k25lL 

<\\ 

3IH-1 

li 

87/ 

J  "i 

ill 
IZ-lo 

6ft 

/ 

— !z-t— 

22263 

lo 

222L3 

70 

Safes  Leclqer- 

reh'y 

/°Vt-c/)<t)Z      „ 

Private      , 

completing  the  check  on  the  month's  work.     Thus  the  book-keeper  using 
this  method  will  be  enabled  to  check  his  work  day  by  day  as  he  goes  along. 
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.-Mid  at  the  end  of  the  month,  instead  of  having  a  month's  work  to  check, 
he  only  has  one  day's  work  to  check,  and  this  will  be  checked  during  the 
day  as  he  works  from  the  different  books  of  original  entry. 

Note. — If  the  book-keeper  has  a  Beach  Adder  he  will  find  it  a  great 
advantage  to  use  this  machine  instead  of  the  slips,  as  he  will  thus  be  saved 
the  labor  of  adding  the  totals,  the  machine  accomplishing  this  automatically. 
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We  illustrate  a  good  form  of  reverse  posting  slip  providing  for  date 
and  folios  in  order  to  facilitate  proving  with  the  book  from  which  postings 
have  been  made.  The  folio  columns  are  only  intended  to  be  used  occasion- 
ally during  the  posting,  say  at  the  bottom  of  each  column. 

382.  CHECK  FIGURES.— The  Check  Figure  Eleven.— While 
the  check  figure  11  is  not  infallible,  it  is  reliable  in  most  cases.  An  opera- 
tion of  this  system  may  be  described  as  follows  : 

Take  two  amounts  of  five  figures  each.  Starting  at  the  right  hand,  add 
the  first,  third  and  fifth  figures  and  deduct  the  second  and  fourth.  If  the 
latter  exceeds  the  former,  add  11  and  then  deduct.  The  result  is  the  proof 
figure. 
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The  illustration  merely  shows  that  the  footing  is  correct,  the  footing  of 
the  check  figures  giving  the  same  check  figure  as  the  footing  of  the  amounts- 
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But  if  these  amounts  are  posted  to  the  ledger  the  same  operation  will  prove 
the  accuracy  of  the  posting. 

We  will  suppose  that  our  book-keeper  is  enlightened  and  progressive, 
and  desires  to  prove  each  day's  work  as  he  goes  along,  so  as  to  be  able  to 
get  his  balance  promptly  without  trouble  on  the  first  day  of  the  month. 

He  will  post  from  his  sales  book,  or  ticket,  $4S4.26.  As  he  posts  the 
amount  in  the  ledger  he  extracts  his  proof  figure  "4,"  and  writes  it  in  the 
sales  book  in  a  column  which  he  arranges  for  the  purpose. 

The  proof  figure  of  the  footing  of  the  sales  book  will  then  prove  the 
accuracy  of  the  postings  to  the  ledger  for  the  day  by  agreeing  with  the 
footing  of  the  column  of  proof  figures  in  the  sales  book  which  represent  the 
postings  to  the  ledger.  The  same  operation  will  prove  the  accuracy  of  the 
clay's  postings  from  the  cash  book,  journal,  purchase  record,  or  any  other 
book,  so  that  it  is  within  easy  reach  of  every  book-keeper  with  extraordi- 
narily little  trouble  to  prove  each  day's  work  as  he  goes  along,  and  to  be 
free  from  all  bother  and  trouble  of  errors  when  he  endeavors  to  obtain  his 
monthly  trial  balance. 

In  order  to  make  this  matter  perfectly  clear,  we  append  an  illustration 
representing  one  day's  work  from  the  cash  book  and  its  proof. 
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The  amounts  posted  to  the  ledger  from  the  sundries  column  of  the  cash 
received  side  of  the  cash  book  are  represented  by  the  check  figures  in  the 
check  column,  the  footing  of  which  is  20,  or  9  minus  2  equals  7.     The  check 
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figure  extracted  from  the  total  of  the  sundries  column — $12,578.68 — is  also 
"7,"  thus  proving  the  postings  to  be  correct  for  the  day.  The  postings  from 
the  sales  book,  journal,  etc.,  are  treated  in  like  manner,  each  section  of  the 
work  being  thus  proved  separately  and  easily. 

In  entering  balances  from  the  ledger  into  the  trial  balance  book  the 
check  figure  should  be  extracted  first,  and  the  amount  copied  from  the 
ledger  after.  The  footing  of  the  check  figures  will  then  check  the  correct- 
ness of  the  amounts  in  the  trial  balance  book,  which  have  been  copied  from 
the  ledger,  and  any  errors  will  be  promptly  located. 
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There  are  several  check  figures  used  for  verifying  the  accuracy  of 
postings,  additions,  etc.,  involving  the  casting  out  of  9's,  ll's,  13's.  17's, 
19's,  etc. 

383.  The  Check  Figure  9. — This  check  figure  has  generally  been 
discarded  in  the  way  of  verifying  postings  on  account  of  inefficiency,  as  it 
does  not  detect  quite  a  number  of  errors,  such  as  transpositions,  or  when 
certain  figures  have  been  changed  by  substituting  other  figures  of  the  same 
value,  or  when  9's  have  been  omitted. 

Soule's  Philosophical  Practical  Mathematics  explains  that  the  figure 
9  possesses  its  peculiar  properties  by  reason  of  being  one  less  than  10 — the 
radix  of  our  numerical  system;  similarly  the  check  figure  11  obtains  its 
usefulness  from  being  one  in  excess  of  the  radix  of  notation. 

In  using  the  check  figure  9  the  numerals  from  which  the  check  figure 
is  extracted  must  be  added  continuously  as  per  Table  1  the  check  figure 
always  being  reduced  to  its  lowest  possible  denomination. 

TABLE  I. 

19816  2.';=2+5=7 
28734  24=2+4=6 
52068    21=2+1=3 

16=1+6=7 

100618    16=1+6=         7 

It  will  be  easilv  seen  as  illustrated  bv  Table  No.  2  that  no  matter  how 
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these  figures  are  transposed  the  check  figure  will  remain  the  same,  the  check 

figure  of  209968  being  the  same  as  that  for  100618. 

TABLE  II. 
98161  25=2+5=7 

43782  24=2+4=6 

68025  21=2+1=3 

16=1+6=7 

100618  16=1+6=                     7 

Correct  Addition: 

20996S  34=3+4=                    7 

The  check  figure  9  is  undoubtedly  good  for  proving  the  accuracy  of  the 
addition  of  certain  amounts,  but  is  the  worst  possible  proof  of  the  accuracy 
of  copying  or  posting  figures. 

384.     The  Check   Figure   11. — This  check  figure  is   extracted  by 

subtracting  the  aggregate  alternate  figures  of  an  amount  commencing  with 

the  second  number  from  the  alternate  figures  commencing  with  the  first 

number,  beginning  at  the  right  hand.     Thus :     To  obtain  the  check  figure 

of  19816  subtract  1-9  from  6-8-1.    See  Table  No.  3. 

TABLE  III. 
19816    15—10=  5 
28734    13—11=  2 
52068    13—  8=  5 

12=2—1=1 

100618    14—2=12  2—1=1 

Any  one  ordinarily  proficient  at  figures  can  accomplish  this  operation 
while  in  the  act  of  posting,  so  that  the  only  extra  labor  is  in  setting  down 
the  check  figures  and  footing  them  to  obtain  the  total. 

Table  No.  4  illustrates  that  the  check  figure  11  will  catch  the  errors 
undetected  by  the  check  figure  9. 

TABLE  IV. 
98161  11+11=22—14=8 

43782  13—11  =2 

68025  11—10  =1 


100618  14—2=12=1        0 

Correct  Addition: 
209968  8+  9=17—17=0 

This  check  figure  is  also  inefficient  in  some  ways,  as  it  does  not  detect 
a  number  of  transpositions,  and  our  illustrations  show  two  ways  in  which 
errors  may  be  made  and  remain  undetected.     See  Table  No.  5. 

TABLE  V. 

11896  15—10=  5 

29834         14—12=  2 
52068  13—  8=  5 

12=1 

100618  14—2=12=2—1=1 

Correct   Addition: 
93798  24—12=12=1 
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In  the  first  line  19816  is  posted  1189G,  the  alternate  figures  being 
changed  around  without  increasing  or  decreasing  either  set  of  figures. 

In  the  second  line  one  figure  in  each  set  has  been  increased,  the  one 
error  thus  offsetting  the  other. 

It  will  be  generally  agreed,  however,  that  errors  of  this  kind  rarely 
occur,  and  they  need  scarcely  be  taken  into  serious  consideration  in  dis- 
cussing the  merits  of  the  check  figure. 

Another  kind  of  error  if  does  not  detect  is  more  likely  to  happen,  how- 
ever, and  is  made  by  leaving  out  a  portion  of  the  amount  in  posting,  or  in 
posting  cents  as  dollars  or  dollars  as  cents. 

Thus,  if  89c  is  posted  as  $89  the  check  figure  in  both  cases  is  9 — 8=1. 

If  $800.50  is  posted  as  $8.50  the  check  figure  in  both  cases  will  be  3. 

It  must  be  admitted,  however,  that  these  transpositions  will  be  readily 
detected  by  the  book-keeper  by  the  usual  process  of  dividing  by  9.  which 
we  presume  is  familiar  to  all  our  readers. 

385.     The  Check   Figure  13. — The  check  figures   13   and   11)   are 

obtained  by  casting  out  the  excess  over  multiples  of  these  numbers,  but  as 

these  multiples  are  not  so  readily  calculated,  or  retained  in  the  memory,  they 

are  not  so  popular  as  the  check  figure  11,  and  it  is  doubtful  if  they  will 

ever  be  commonly  used.     Our  illustrations  (see  Tables  Xos.  6  and  7)  show 

the  extraction  of  the  figure  13  from  the  same  amounts  as  previously  used. 

the  second  table  showing  that  the  13  check  figure  will  catch  the  errors  not 

detected  by  the  check  figure  11. 

TABLE  VI. 
1981G  198—193=?.  affix  16=316—312=  4 

28734  287—286=1  affix  34=134—130=  4 

52068  520— r»20=0   affix  68=  68—  65=   3 

1  1 


100618  100—  91=9  affix     6=  96—  91=  5   affix  18=518—507=11 

TABLE  VII. 
11S96  lis — 11  T=   1   affix  90=   196 —  195=   1 

29834  298 — 286=12  affix  34=1234 — 1222=1:.' 

52068  520—520=  0   affix   68=     68 —     65=   3 

16—13=   3 


100618     1006—1001=  5  affix  18=  518—  507=  11 

Both  check  figures  13  and  19  will  also  catch  errors  of  posting  89c  as 
$89  or  $800.50  at  $8.50.     See  Table  No.  8. 

TABLE  VIII. 

80050  800 — 793=7   affix   50=750 — 741=9 

850  850— si".  =5 

386.     The  Check  Figure  19. — We  do  not  consider  it  necessary  t<» 
give  a  detailed  description  of  the  check  figure  19.  as  it  is  practically  similar 
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in  every  way  to  the  check  figure  13.  Explanatory  pamphlets  have  been  pub- 
lished by  interested  parties  containing  a  number  of  helpful  suggestions  and 
short  methods  of  extracting  these  check  figures  to  those  desirous  of  using 
them  in  their  work,  but  it  must  be  obvious  that  the  extraction  of  either  13 
or  19  from  the  amounts  of  millions  of  dollars  or  over  must  be  a  tedious 
process.  In  Table  No.  9  we  illustrate  the  extraction  of  the  check  figure  19 
from  $1,303,575.97. 


TABLE  IX. 

1363575.97 

136- 

-133=  3  affix  35=335—323=12  affix  7= 

127- 

-114=13  affix     5  =  135—133=  2  affix  97= 

297—285=12 

387.  SECTIONALIZATION  AND  CONTROLLING  AC- 
COUNTS.— Some  book-keepers  in  these  progressive  days  desire,  whenever 
possible,  to  have  a  record  of  stock  of  goods,  or  products,  in  such  shape  that 
they  may  at  any  time  be  able  to  ascertain  the  amount  of  inventory  on  hand. 
Numerous  methods  have  been  devised  with  this  object  in  view,  based  on 
the  keeping  of  stock  books,  or  stock  records,  wherein  all  goods  received  are 
debited  to  the  respective  accounts  to  which  they  belong,  and  all  goods  sold 
credited  at  cost,  the  difference  being  supposed  to  be  the  value  of  the  stock 
on  hand.  It  must  be  perfectly  clear  to  everyone  that  these  stock  records 
could  be  most  accurately  kept,  and  yet  at  the  same  time  someone  might  be 
stealing  a  part  of  that  stock  every  day,  and  the  theft  would  not  be  dis- 
covered (except  accidentally)  until  the  actual  inventory  was  taken,  and 
the  result  of  such  inventories  compared  with  the  amounts  called  for  by 
the  stock  record.  Notwithstanding  this  fact,  nobody  ever  thinks  of  taking 
inventory  every  day,  or  every  week,  or  (with  few  exceptions)  every  month. 
As  a  rule,  inventory  is  not  taken  oftener  than  once  every  three  months.  It 
is  taken  far  more  frequently  once  every  six  months,  and  usually  once  a 
year.  In  the  same  way,  if  the  totals  of  the  ledgers  can  be  proved  and  the 
work  of  the  book-keeper  shown  to  be  accurate  so  far  as  figures  are  con- 
cerned, there  seems  to  be  no  good  reason  why  the  book-keeper  should  be 
called  upon  each  month  to  draw  off  all  the  individual  balances,  or,  in  other 
words,  take  inventory  of  his  accounts  receivable  in  order  to  prove  in  that 
way  that  his  work  is  correct.  In  a  bank  it  is  particularly  necessary  to  prove 
the  accuracy  of  the  debits  and  credits  to  the  customers'  accounts  each  day, 
because  if  a  posting  is  omitted  it  is  quite  possible  the  bank  will  suffer 
serious  loss  the  next  day.  This  does  not  apply  to  the  general  run  of  com- 
mercial businesses,  but  no  system  can  be  claimed  to  be  exactly  suitable  to 
the  requirements  of  every  commercial  enterprise,  and  the  method  we  here 
advocate  is  only  expected  to  be  used  where  the  circumstances  are  favorable. 
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When  a  book-keeper  posts  a  credit  to  the  wrong  account,  and  sends  his  state- 
ment showing  a  correspondingly  larger  debit  balance  to  the  customer  who 
sent  the  check,  it  does  not  usually  take  that  customer  long  to  notify  the 
house  of  the  error,  and  the  only  method  of  preventing  such  errors  is  by 
checking  back  the  postings,  which  we  believe  is  only  done  in  very  excep- 
tional cases. 

If,  therefore,  we  know  that  the  totals  of  the  individual  balances  in  the 
City  Sales  Ledger,  for  instance,  amount  to  a  certain  sum,  why  should  the 
book-keeper  be  called  upon  to  take  inventory  of  his  accounts  each  month 
in  order  to  verify  that  sum?  This  is  particularly  true  where  the  duties  of 
the  book-keeper  and  cashier  are  separate,  as  in  this  case  there  can  be  no 
temptation  for  the  book-keeper  to  tamper  with  the  accounts  receivable. 

In  order  to  carry  out  the  method  we  suggest  it  is  necessary  to  have 
separate  ledgers  for  the  separate  classes  of  accounts,  or  to  keep  the  separate 
classes  of  accounts  in  different  sections  of  the  ledger.  The  more  the 
accounts  are  sectionalized  the  easier  it  is  to  prove  them  and  to  obtain  a  trial 
1  alance. 

In  the  illustration  headed  "Cash  Received"  it  will  be  noted  that  the 


D^fe. 

fNarrvpe. 

151  .c 

Oour\lr»y 

City 

■Stales  Led<s 

Ledqep 

General 
Ledo<?r> 

CaaK 
.Steles 

lr,-1er=x=sit- 

O.II^> 

1 

I   \&SS>5 

7& 

ledgers  are  divided  into  four  sections,  each  section  to  be  proved  separately. 
The  sections  are  Country  Sales  Ledger,  City  Sales  Ledger.  Purchase  Ledger. 
General  Ledger.  In  the  General  Ledger  will  be  opened  an  account  with 
each  of  the  other  ledgers  as  per  illustration  headed  "City  Sales  Ledger." 
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which  represents  the  account  in  the  General  Ledger  with  the  City  Sales 
Ledger,  and  the  balance  shown  of  this  account  represents  the  total  of  the 
individual  balances  contained  in  the  City  Sales  Ledger.  This  account  is 
opened  by  charging  it  with  the  total  of  the  individual  balances  drawn  off 
from  the  City  Sales  Ledger,  or  the  city  sales  section,  on  December  31st. 
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A  separate  column  for  this  ledger,  or  section  of  ledger,  is  then  provided 
in  every  book  from  which  postings  are  made  to  that  ledger.  At  the  end  of 
the  month  the  totals  of  these  columns  in  the  books  from  which  postings  are 
made  are  posted  to  the  debit  or  credit  of  this  account,  as  shown  on  illus- 
tration headed  "City  Sales  Ledger.'" 

You  will  note  that  in  the  illustration  the  books  of  original  entry  are  shown 
to  be  only  Cash  and  Journal.  It  is  supposed  for  the  sake  of  this  illustration 
that  the  total  of  the  sales  is  carried  through  the  Cross-Entry  Journal. 

The  total  amount  of  sales  and  journal  entries  charged  to  this  account 
will  be  found  to  be  accurate  if  they  agree  with  the  total  amounts  shown  on 
the  monthly  recapitulation  sheet.  Thus,  the  City  Sales  Ledger  columns 
on  the  monthly  recapitulation  sheet  will  show  on  the  Journal  debit  side 
$27,535.60,  which  is  the  amount  of  the  ledger  postings.  You  thus  have  the 
same  amount  ($27,535.60)  coming  from  the  ledger  as  being  posted,  and 
coming  from  the  Journal  and  Sales  Book  as  having  been  entered  there, 
which  is  a  complete  check  on  the  accuracy  of  the  posting.  In  like  manner 
the  cash  charged  to  this  account  is  compared  in  the  same  way  with  the 
total  of  the  cash  debit  column  for  the  City  Ledger  on  the  monthly  recapitu- 
lation sheet.  The  credits  to  City  Sales  Ledger  account  are  agreed  in  the 
same  way.  and  the  outstanding  individual  balances,  amounting  to  $28,- 
■>s. ->.">.  are  then  incorporated  in  one  amount  in  the  trial  balance,  which  is 
made  up  entirely  from  the  few  accounts  kept  in  the  general  ledger,  and 
which  trial  balance  can  as  a  rule  be  easily  completed  in  less  than  one  hour, 
especially  if  this  system  of  check  is  also  applied  to  the  postings  of  that  book. 

When  the  time  comes  to  take  inventory  of  these  individual  balances  in 
the  different  ledgers,  the  safest  plan  (and  frequently  the  quickest  in  the 
end),  is  to  draw  off  total  debits,  total  credits  for  the  period,  as  well  as  the 
balances.  If  a  difference  should  be  found  this  method  will  enable  the  book- 
keeper to  locate  the  error  on  either  the  debit  or  credit  side  of  the  ledger 
in  which  it  occurred,  which  will  be  found  a  great  saving  of  time. 

It  sometimes  happens  that  a  debit  intended  for  a  customer  in  the 
Country  Sales'  Ledger  is  charged  to  a  customer  in  the  City  Sales  Ledger. 
This  mistake  is  traced  not  only  by  the  total  debits  and  credits  compared  with 
the  totals  of  the  Sales  Ledger  accounts,  but  will  also  be  located  by  the 
monthly  recapitulation  sheet,  and  this  method  thus  to  a  certain  extent  will 
check  the  posting  of  amounts  to  a  wrong  account. 

These  accounts  with  individual  ledgers  carried  in  the  general  ledger 
are  quite  ancient,  but  have  not  come  into  general  use  in  this  country.  In 
England  they  are  called  "adjustment  accounts"  or  "balance  accounts,"  but 
it  does  not  matter  much  what  title  may  be  given  to  them  so  long  as  they 
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are  understood  and  properly  used.  The  method  here  indicated  will  be  found 
particularly  useful  to  book-keepers  who  have  full  charge  of  a  complete  set 
of  books,  but  the  book-keeper  who  simply  keeps  an  individual  ledger  can 
also  prove  his  own  work  by  the  same  method  by  carrying  a  General  Ledger 
Account  of  his  own  on  memoranda. 

If  one's  employers,  or  the  officers  of  the  company  by  whom  the  book- 
keeper is  employed,  object  to  a  trial  balance  being  taken  off  at  any  other 
interval  than  once  a  month,  this  advantage  still  remains — that  a  correct 
financial  statement  can  be  furnished  on  the  first  of  the  month  and  the  indi- 
vidual balances  drawn  off  at  leisure  from  the  ledgers  for  comparison  with 
the  total  balances  shown  on  the  individual  ledger  accounts  carried  in  the 
General  Ledger. 

388.  This  system  is  also  much  used  in  banks  as  per  the  following 
description  : 

Suppose  we  are  posting  from  a  journal,  a  sales  book,  and  a  cash  book. 

Our  purchase  book'  footing  is $1,570  75 

Our  journal  footing   is 7.031  31 

Our  sales  book  footing  is 1,203  05 

Our    cash    receipts 9,539  47 

Our   cash   expenditures 3,154  24 

Amount  of  accounts  closed 2,694  64 

Our  trial  balance,  with  items,  as  here  shown,  is  out  $43.56. 
TRIAL  BALANCE. 

Cash    $14,061   58  $  3,154  24 

Proprietors, 11,271  64 

Expense   425  00 

Mdse 3,888  55  3,797  55 

Bills   Receivable    225  00 

Heustis     294   25 

Haywood     62  51 1 

Taylor    44 

White     452  05  79  75 

Leach    219  00 

Foskett     131   25 

Hall     1.500  00 

$19,759   62  $19,803   18 

To  find  on  which  side  of  the  trial  balance  this  error  is,  or  what  part  of 
it  is  on  each  side,  we  proceed  as  follows: 

Add  together  footing  of  previous   trial 

balance    $00,000  00  $00,000  00 

Journal    Footing    7,03131  7,03131 

Purchase   book    1,579  75  1,579  75 

Sales    book     1,203  05  l  ,203  05 

Cash  receipts  and  expenditures 9,539  47  :;.ir>4  24 

Items  posted  from  cash  book 3,154  24  9.539  47 

$22,507   82  $22,507   82 

Deduct   amount    of   closed    accounts $  2,704  64  $  2.704  64 

The  correct  footing  of  the  trial  balance  should  be 

$19,803   18  $19,803  18 
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We  find,  therefore,  that  the  credit  side  of  our  trial  balance  is  correct, 
and  that  the  error  is  $43.56,  and  this  is  the  difference  between  our  footing 
of  the  debit  side  of  the  trial  balance  and  our  footing  of  the  proof.  The 
most  likely  way  in  which  this  error  could  occur  is  either  a  transposition  of 
figures,  or  the  posting  of  dollars  for  cents. 

If  the  error  is  one  of  dollars  posted  as  cents,  then  the  dollars  and  cents 
of  the  error  added  together  will  be  09.  To  locate  the  error,  omit  the  cents, 
add  1  to  the  dollars,  and  the  sum  will  be  found  posted  as  cents  when  it 
should  be  dollars,  or  vice  versa.  Glancing  over  our  trial  balance,  we  find 
that  we  have  a  debit  of  44  cents  against  Taylor,  and  referring  to  his  account 
in  the  ledger  we  find  that  the  debit  should  be  $44.  The  difference  between 
$44  and  .44  is  $43.56,  or  our  error. 

389.  CONTRACT  RECORDS.— Give  each  contract  a  number;  fur- 
nish each  workman  a  blank  daily  on  which  to  record  his  time,  specifying 
job  number  and  time  occupied  on  that  particular  job  and  nature  of  work- 
done.  Keep  a  specially  ruled  contract  time  book  and  pay  roll.  In  one 
portion  of  this  book  allot  a  certain  space  for  time  occupied  on  each  contract, 
and  in  the  other  portion  keep  a  record  of  the  total  time  and  earnings  of  the 
workmen.  This  information  will  be  entered  by  a  clerk  from  the  blanks 
filled  out  by  the  workmen  with  the  addition  that  the  clerk  will  also  fill  in  the 
rate  of  wages  and  extend  the  total  earned. 
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At  the  end  of  the  week,  charge  total  wages  paid  to  labor  account.  As 
each  contract  is  finished,  make  a  journal  entry  crediting  labor  account  with 
the  value  of  the  time  occupied,  charging  an  account  in  the  ledger  which 
you  will  open  to  that  particular  contract.  This  account  will  then  show  on 
the  completion  of  the  contract,  total  cost  of  labor,  and  all  material  used  will 
also  be  charged  against  it,  and  it  will  be  credited  with  the  gross  amount  of 
the  contract,  the  balance  being  the  gain  or  loss  made  on  the  job. 
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In  all  large  companies,  it  is  usual  to  prepare  a  summarized  statement 
of  the  different  contracts  completed  during  the  year,  showing  number  and 
amount  of  contract,  time  occupied,  and  amount  of  wages,  total  materials, 
special  or  general  expenses  incurred  on  each  job,  and  the  net  profit.  Such 
a  summary  being  made  in  tabular  form  will  also  give  the  totals  of  the 
above  statistics  for  all  contracts,  collectively. 

390.  CUSTOMERS'  COMPARATIVE  RECORD.— We  illustrate 
a  chart  worked  out  for  the  sales  department,  as  a  check  upon,  and  a  com- 
parative statement  for  customers'  accounts  and  a  guide  for  travelers.  This 
is  applicable  for  either  values  or  quantities.  The  chart  illustrates  quanti- 
ties, in  this  case,  the  clerk  entering  monthly  the  quantities  or  number  of 
barrels  each  customer  gets.  The  value  becomes  very  real  after  the  first 
year  is  over,  as  one  can  see  at  a  glance  what  the  customer  buys  for  the 
month,  as  against  the  same  month  for  the  preceding  year  (or  years),  and 
as  the  names  of  each  customer  of  a  town  fall  naturally  in  the  order  upon 
which  the  first  orders  were  taken,  new  accounts  show  up  in  the  monthly 
space  and  one  can  tell  the  whole  town's  business  at  a  glance. 


TORONTO 

.-|                      1 

• 

0^0 

!\««\l     CO 

3~               SmnH'MSTi.W, 

Jb-l  o^,^  Xob.n-»oTv 

jr\o^>s 

iqoo 

iqoi 

>qoz 

l<|o3 

lC|OJ- 

iqoo 

iqo, 

l<)01 

.qo3 

>HoA- 

iqoo 

iCjO, 

iq»i 

«i03 

iqo+ 

fle^y 

l^o 

l?i 

i  i+i 

.  5u 

F<fc<!", 

q5 

>tb 

2ii 

M-oo 

nWe^ 

325 

3  51 

315 

iUo 

Op»'.l 

i  i  6 

i  *a 

1* 

Zoo 

m<«y 

3b5 

21  5" 

3.o 

3  1 1» 

*•*• 

235 

3io 

5  bo 

*oo 

h 

3  5o 

3m 

2J-o 

3oo 

&«$•>*■ 

,q$ 

HI  5 

3U-o 

bit 

Sc|it<-T,bc» 

3zo 

2  5"o 

j-\€ 

30, 

O.tbbc- 

4oo 

3n 

3.<j 

3i5- 

r\o,«-nb«-, 

zso 

3*<l 

21< 

3rio 

n«,„be. 

2"5 

4oo 

HlS 

3  b0 

Xs*t,'\ 

5«n< 

i 

H 

o 

O 

z 

H 

o 


Loose  leaves  are  advantageous  for  forms  of  this  kind,  twelve  names 
being  accommodated  on  one  page,  with  guide  cards,  indicating  the  towns, 
etc. 

For  using  with  values,  this  form  can  be  filled  from  the  ledger,  taking 
sales  items,  less  credits  on  value  only,  in  order  to  show  purchasing  value  of 
account  only.  At  the  head  of  each  year  column  the  credit  allowed  for  each 
customer  can  be  inserted  in  red  ink,  and  when  the  monthly  amount  sold 
exceeds  the  limit  by  entering  in  red  ink  as  shown,  the  credit  manager's 
attention  is  arrested  at  once,  and  steps  for  limit  on  succeeding  month,  or 
collection  or  arrangement  at  once  made.     The  entries  can  be  made  in  con- 
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junction  with  the  statement  at  first  of  month,  and  for  brevity  exclude  the 
cents,  as  they  do  not  cut  any  figure  in  credit,  and  deal  with  round  figures. 
We  obtain  from  the  use  of  form  several  advantages,  viz. :  Exact  value  of  a 
customer,  a  record  of  his  purchases  monthly  and  yearly,  side  by  side,  the 
value  of  a  town  to  the  business,  a  check  on  your  credits  or  a  means  of  check 
thereof,  and  the  best  incentive  to  the  traveler,  enabling  him  to  know  what 
he  must  do  to  beat  last  year's  sales  for  the  next  month,  whether  the  same 
traveler  sold  it  or  not. 

We  append  another   form  of  comparative  card  record   arranged   for 
the  use  of  the  credit  man : 


JOHNSON  MANUFACTURING  COMPANY 
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391.  DOCUMENTARY  BILL  OF  EXCHANGE.— A  documen- 
tary bill  of  exchange  is  a  draft  drawn  by  a  merchant  shipper  on  the  con- 
signee at  another  port,  for  the  cost  of  goods  shipped,  to  which  draft  the 
documents — (i.e.,  proforma  invoice  bill  of  lading  and  insurance  policy)  are 
attached  when  it  is  negotiated.  The  bills  of  lading  and  insurance  policy  are 
always  made  "to  order  of  shipper"  and  blank  indorsed,  so  that  if  the  draft 
be  not  honored,  the  purchaser  of  the  draft  has  immediate  recourse  on  the 
goods  shipped. 

These  are  three  leading  classes  of  drafts  which  are  regularly  used  in 
foreign  business : 

1.  Bank  draft,  drawn  by  one  bank  on  another  bank. 

2.  Bank  credit  draft,  drawn  by  a  merchant  on  a  bank,  by  authority  of 
a  special  letter  of  credit. 

3.  Documentary  draft,  which  is  drawn  specially  against  a  certain 
shipment  of  merchandise  and  to  which  the  documents  for  said  shipment  are 
invariably  attached. 
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The  three  classes  of  paper  are  thus : 

1.  Bank  draft — Banker  upon  banker. 

2.  Credit  draft — Shipper  upon  banker. 

3.  Documentary  draft — Shipper  upon  consignee. 

Naturally,  in  the  exchange  market,  the  bank  draft  is  worth  more  than 
the  credit  draft,  which  is  in  its  turn,  worth  more  than  the  documentary 
paper. 

392.  DRAFT  RECORDS.— The  following  is  a  copy  of  the  ruling  of 
a  draft  book : 

When  statements  are  sent  out  they  are  entered  in  this  book,  and  when 
paid  they  are  entered  in  the  cash  book;  if  draft  returned  it  is  marked  "Ret.," 
and  a  new  draft  made  out  if  necessary.     As  soon  as  drafts  are  handed  to 
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bank  a  memo,  is  made  on  account  in  ledger  in  lead  pencil,  "Dft.  30  days, 
Jan.  20,  $190,  net."  If  not  paid  or  returned  soon  after  due  you  can  ask 
the  bank  to  give  you  the  reasons.  This  has  been  found  a  most  satisfactory 
way  of  handling  drafts,  and  they  do  not  get  credit  before  cash  is  paid. 

Another  Method. — Upon  opening  an  account,  make  a  note  at  some 
place  on  it  of  the  name  of  the  bank  through  which  drafts  shall  be  made.  In 
case  of  the  customer  expressing  a  preference,  it  is  no  trouble  to  enter  the 
name  of  the  bank  suggested  by  him  if  deemed  advisable. 
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Second.     Have  the  ledger  ruled  to  accommodate  whatever  data  it  is 
desired  to  make  from  time  to  time,  and  when  necessary  to  make  draft,  so 
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note  on  the  ledger,  giving  elate  of  draft  in  abbreviated  form,  and  in  case 
more  than  one  invoice  is  included  in  the  draft  it  is  well  to  note  the  amount 
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of  the  draft.  Should  draft  be  returned,  make  a  note  of  same,  giving  date 
of  return. 

By  this  means  we  obtain  a  complete  permanent  record  of  your  cus- 
tomer's credit  without  chasing  over  several  books  to  find  some  little  item. 

393.  ANOTHER  METHOD.— Appended  are  examples  of  letters 
to  slow  customers  on  whom  drafts  have  been  made,  and  illustration  of  draft 
register.  Draft  is  made  through  bank  at  city  in  which  debtor  lives,  and  is 
followed  up  once  a  week  until  letter  No.  6  has  been  sent,  when  the  account 
is  placed  in  the  attorneys'  hands  for  collection. 
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When  the  draft  is  paid,  the  date  of  payment  is  entered    in    the    date 

column  provided  in  front  of  the  amount  column. 

LETTER  NO.  t. 

Gentlemen:     Enclosed  please  find  statement  of  your  account,  which  is  past  due. 

We  are  making  draft  for  the  amount  through   Bank.     Kindly  honor  same 

when  presented,  as  we  have  instructed  the  cashier  to  return  the  draft  to  us  if  not 
paid  within  five  days  after  the  same  has  been  presented.  We  sincerely  hope  you 
will  give  the  draft  your  personal  attention  and  oblige. 
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LETTER  NO.  2. 
Much  to  our  surprise,  we  have  heard  nothing  from  our  draft,  although  the 
cashier  was  instructed  to  hold  the  same  not  longer  than  five  days.  If  the  amount 
is  not  correct,  according  to  your  books,  we  should  be  pleased  to  know  just  where 
the  difference  is.  If  the  amount  is  correct,  we  would  like  an  explanation  why  our 
draft  it.  not  honored.  Thanking  you  for  giving  this  your  prompt  attention,  we  remain, 

LETTER  NO.  2^. 

(  When  it  is  time  to  send  the  next  letter  after  the  first  one,  if  draft  has  been 
returned  unpaid — same  will  be  marked  '"Ret."  on  draft  sheet — send  letter  No.  2]/2 
instead  of  No.  2.     If  draft  has  not  been  returned,  send  letter  No.  2.) 

Much  to  our  surprise,  our  draft  made  on  you    has  been  returned  to 

us  unpaid.  If  the  amount  is  not  correct  according  to  your  books,  we  should  be 
pleased  to  know  just  where  the  difference  is.  If  the  amount  is  correct,  we  would 
like  an  explanation  why  our  draft  is  not  honored.  Thanking  you  for  giving  this 
your  prompt  attention,  we  remain, 

LETTER  NO.  3. 
On  the    ....    inst.  we  wrote  you  with  reference   to   our  account,  which  is   due. 
Not  having  heard  from  you  with  reference  to  the  same,  we  write  to  know  if  you 
intend  paying  this  account.     Thanking  you  for  a  prompt  reply,  we  remain, 

LETTER  NO.  4. 
We  again  call  your  attention   to  our  account,   which   has   not   been  paid.     You 
surely  must  have  overlooked  this  matter,  and  we  ask  you  to  kindly  send  us  a  check 
for  the   amount   due   us   by  return   mail.     The   profits   on   our   goods   are  not   large 
enough  to  warrant  our  carrying  this  account  any  longer. 

LETTER  NO.  5. 

Just  one  month  ago,  we  made  a  draft  upon  you  for  past  due  account, — the  same 
was  returned  to  us  unpaid.  We  have  written  you  repeatedly  asking  you  to  send  us 
the  amount  due  us,  and  you  have  given  us  no  good  reason  why  this  account  has 
not  been  paid.  We  must  now  insist  upon  a  check  by  return  mail  for  the  amount 
due  us. 

LETTER  NO.  6. 

We  have  been  very  patient  with  you  regarding  your  past  due  account,  but  have 
decided  to  place  the  same  in  our  attorney's  hands  for  prompt  collection  unless  we 
have  a  check  from  you  for  the  full  amount  due  us  before  next  Saturday. 

394.  FILING  SYSTEM.— Problem— To  file  away  sheets  11 
inches  by  6  inches  containing  records  of  costs  of  manufacturing  orders, 
no  order  being  issued  bearing  a  higher  number  than  9999 ;  upon  reach- 
ing that  number  a  new  series  began  again  at  1.  The  desire  was  that 
beginning  at  a  certain  date  all  finished  orders  should  be  filed  together 
quite  irrespective  of  date  either  of  issue  or  of  completion,  and  that  the 
number  of  an  order  being  known  it  might  be  instantly  procured  even 
without  any  further  knowledge  of  its  date,  article  manufactured,  or  for 
whom.  The  difficulty  consisted  in  the  great  number  of  orders  going  through 
the  works  resulting  frequently  in  two  orders  bearing  the  same  number 
going  through  the  shops  at  the  same  time  and  neither  of  them  finished. 
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The  plan  adopted  was  designed  to  provide  for  filing  the  finished  orders 
for  five  consecutive  years  without  requiring  any  readjustment  of  the  boxes, 
and  with  the  main  object  always  in  view  of  instantly  procuring  any  desired 
order  the  number  alone  being  known,  and  as  far  as  possible  eliminating  any 
possibility  of  putting  an  order  away  in  other  than  its  proper  place.     The 
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FIG.   1— INDEX  SHEET. 

In  filing  or  looking  up  orders,  their  correct  position  will  be  indicated  as  follows: 

Hundreds — the  number  on  the  box. 

Tens- — the  number  on  the  index  card. 

Units — the  terminal  figure  of  the  order. 

Thus  Order  No.  5154  belongs  in  box  No.  51,  and  should  be  the  fifth  order  under 
index  sheet  No.  5,  the  relative  position  of  each  order  bearing  this  number  is  deter- 
mined by  its  prefix. 

idea  was  that  when  six  years'  records  should  have  accumulated  those  of  the 
first  year  should  be  removed,  thus  leaving  records  of  costs  of  the  current 
year  and  five  preceding  years  always  together  and  immediately  available. 
As  a  matter  of  fact,  the  result  is  somewhat  better  than  this.  From  present 
indications  we  will  always  have  in  the  current  filing  boxes  the  statements 
of  cost  of  seven  or  eight  years  immediately  preceding  instead  of  five  years 
as  planned   for. 

Beginning  with  January  1st,  a  new  series  of  orders  was  commenced 
numbered  from  Al  to  A9999,  and  that  number  being  issued  the  next  series 
ran  from  Bl  to  B9999,  and  so  on  to  the  end  of  the  alphabet.  One  hundred 
cloth  covered  boxes  were  provided  one-half  inch  longer  and  one-half  inch 
wider  than  the  sheets  they  were  to  contain.  They  were  about  three  inches 
deep,  and  an  estimate  led  us  to  believe  that  these  boxes  would  hold  the  cost 
sheets  of  about  five  years'  records.  One  end  of  these  boxes  (that  corre- 
sponding to  the  top  of  the  cost  sheet)  was  hinged  to  the  bottom  of  the  box, 
so  that  on  removal  of  the  cover,  which  was  an  inch  deep  and  very  strong, 
it  fell  down,  giving  free  access  to  the  tops  of  the  order  sheets  which  were 
numbered  in  the  upper  right  hand  corner.  Each  box  contained  ten  manila 
sheets,  the  same  size  as  the  cost  sheets  with  a  projection  about  half  an  inch 
deep  at  the  top  and  ranged  across  the  width  on  the  same  plan  as  the  guide 
cards  commonly  used  with  card   indices.     The  projections  are  numbered 


195 


395  tiiorne's  twentieth  century 

0  to  9.  Figure  1  represents  a  set  of  these  index  sheets  as  they  appear  in 
each  box  before  any  orders  are  put  in. 

A  set  of  shelves  were  provided  to  hold  these  one  hundred  order  boxes, 
each  box  having  its  own  compartment  and  the  shelves  being  cut  out  in  a 
small  half  circle  so  that  the  boxes  might  be  readily  and  easily  withdrawn. 
The  order  boxes  are  numbered  from  0  to  99,  the  compartments  or  shelves 
bearing  corresponding  numbers  to  ensure  the  boxes  being  always  returned 
to  their  proper  places.  Owing  to  these  numbers  and  to  the  numbered  guide 
sheet,  in  each  box,  it  will  be  seen  how  quickly  completed  orders  can  be  filed 
away  after  the  costs  have  been  made  up,  and  with  how  little  liability  of 
being  put  into  a  wrong  place.  Without  regard  to  its  prefix,  any  order  with 
a  number  lower  than  100  gets  into  box  0,  from  1  to  199  in  box  1.  and  from 
r>800  to  5899  in  box  58,  etc.  On  removing  the  cover  to  put  an  order  away 
the  index  sheets  furnish  a  further  guide  to  its  correct  place,  further  min- 
imizing the  chances  of  a  mistake  and  practically  ensuring  that  no  order  can 
be  filed  away,  even  by  a  careless  clerk,  more  than  nine  numbers  out  of  its 
correct  place.  In  the  case  of  orders  of  different  series  bearing  the  same 
number,  the  prefix  determines  their  relative  positions.  These  numbered 
guides  and  the  numbers  on  the  boxes  have  been  found  of  equal  value  in 
looking  for  an  order  as  in  filing  orders  away.  The  position  of  the  box 
makes  it  easier  to  handle  than  any  filing  box  that  is  kept  on  edge,  and  more- 
over, particularl}"  when  the  box  is  only  partly  full,  keeps  the  papers  in  better 
condition,  more  plumb  on  the  edges,  and.  as  a  consequence,  more  con- 
venient to  handle.  It  also  overcomes  entirely  the  chances  of  a  box  bursting 
open  when  taken  from  its  place,  and  the  contents  dropping  to  the  floor. 
This  is  likely  to  happen  and  does  sometimes  happen  with  the  best  of  filing 
boxes  standing  upright  instead  of  lying  flat.  As  has  been  stated,  we  figure 
that  these  boxes  will  hold  say  seven  years'  records.  When  they  get  too 
crowded,  all  orders  whose  numbers  bear  the  prefix  A  will  be  removed ;  later 
on,  those  with  C,  D,  E,  etc. — (K.  Falconer.) 

395.  ICE  BUSINESS— ACCOUNTS  RECEIVABLE  RECORD. 
— Each  driver  delivering  ice  has  a  regular  route.  After  the  season  is 
fairly  opened,  so  that  he  knows  who  are  to  be  his  regular  customers,  a  list 
is  made  in  the  order  in  which  he  calls  upon  them.  A  copy  of  this  list  is 
inserted  in  his  "slate,"  a  metal  frame  holding  the  lists  and  ruled  slips  on 
which  he  enters  the  weights  of  ice  delivered  to  each.  Upon  his  return  to 
the  office  the  weight  slips  are  taken  from  the  slate  and  blanks  inserted  for 
the  next  day.  The  book-keeper  takes  from  his  card  ledger  the  group  of 
cards  representing  the  route  and  posts  the  several  weights  to  the  proper 
cards  in  the  space  provided  for  that  day.     On  these  cards,  as  will  be  seen 
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by  the  printed  form  here  given,  there  is  one  space  for  each  day  for  six 
months.  The  month  columns  are  headed  May  to  October,  a  period  which 
covers  most  of  the  retail  ice  sales.  For  those  customers  who  take  ice  during 
the  other  months  of  the  year  the  card  is  turned  over.     The  other  side  is  the 
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same  as  this  excepting  the  month  headings,  which  read  from  November  to 
April.  At  the  end  of  the  month  the  weights  are  footed,  and  the  value  of 
the  ice  delivered  is  entered  in  the  space  below  headed  "Dr."  Then  monthly 
charges  are  listed  and  the  total  charged  in  the  journal  to  "'Accounts  Re- 
ceivable." When  collections  on  these  accounts  come  in  they  are  entered 
in  the  cash  book  and  the  separate  credits  posted  to  these  ledger  cards.  At 
the  end  of  each  month  the  total  of  the  Accounts  Receivable  column  in  the 
cash  book  is  passed  to  the  credit  of  the  "Accounts  Receivable"  account. 
The  balance  of  this  account  is  occasionally  verified  by  a  trial  balance  of  the 
card  ledger. 

396.  INDEX. — Indexing. — From  the  illustration  hereto  appended, 
the  advantage  of  this  card  index  system  is  apparent,  the  same  card  covering 
a  period  of  forty-eight  years,  being  ruled  and  printed  on  both  sides. 

The  use  of  separate  indexes  is  gradually  diminishing,  records  of  all 
kinds  being  made  self-indexing  wherever  possible.  Cards  and  loose  leaf 
ledgers  are  nearly  always  made  self-indexing,  a  general  ledger  of  this  kind 
being  provided  with  large  guide  cards  showing  distribution  of  assets,  liabili- 
ties, trading  and  general  revenue  and  expense  accounts. 

Cross-indexing  is  also  shown  in  our  illustrations  of  installment  and 
rent  records. 
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Advertising  records  in  a  publishing    business    are    cross-indexed    as 
per  example  to  show  alphabetical  distribution  and  space  required  for  adver- 
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Subscription  cards  are  cross-indexed  to  show  month  of  expiration,  the 
cards  being  distributed  both  alphabetically  and  by  states  and  cities.   The 
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figures  running  across  the  top  of  the  cards  (1-10)  represent  the  different 
departments  of  the  business  in  which  the  subscriber  is  interested,  a  small 
pointer  tab  being  placed  over  the  numbers  required  to  furnish  these  records. 

397.  INSTALLMENT  ACCOUNTS.— Have  three  copies  made  of 
the  lease,  making  provision  thereon  for  instalments,  date  of  payments,  and 
balance  due. 

One  of  these  leases  would  go  to  the  customer,  one  to  the  collector,  and 
one  to  be  put  in  a  loose-leaf  binder  as  the  office  record.  The  collector  can 
file  his  form  in  a  chronological  index,  filing  it  ahead  to  the  day  when  col- 
lection should  be  made.  When  collection  is  made  he  enters  the  amount  on 
both  his  and  customer's  copy,  putting  down  date  of  payment,  amount,  and 
balance  due.  It  might  be  well,  perhaps,  for  the  collector  to  note  on  his  and 
customer's  copy,  the  date  when  next  payment  should  be  made.  On  collec- 
tor's return  to  the  office,  he  turns  in  the  money  and  leases  upon  which  he 
has  collected.  Proper  record  is  made  in  cash-book  and  credits  entered  on 
the  office  lease  or  record.  When  payments  are  completed,  the  office  lease 
can  be  removed  from  the  binder  and  filed  either  numerically  or  alpha- 
betically, or  in  any  other  suitable  way.  If  two  kinds  of  filing  of  collected 
leases  would  be  desired,  the  collector's  lease  could  be  filed  in  one  way  and 
the  office  lease  in  another. 

Our  next  illustration  is  of  a  book  ruled  like  a  four  inch  column  cash 
book,  one  being  provided  for  the  business  of  each  year. 
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Two  or  more  pages  are  allowed  for  each  business  day  in  the  year,  the 
date  being  written  at  the  top  of  the  page.   ■ 

When  a  lease  or  note  comes  into  the  office  an  entry  is  made  for  each 
payment  falling  due,  under  the  corresponding  date  in  this  tickler.  On  one 
line  the  name  and  address  of  purchaser,  amount  of  payment,  and  interest  on 
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payment  are  entered.  These  payments  are  carried  through  as  many  years 
as  lease  runs.  In  this  way  all  payments  falling-  due  are  always  listed. 
Notices  are  sent  from  this  book,  which  contains  all  information  regarding 
each  payment,  without  reference  to  the  ledger.  In  this  business  collections 
are  made,  as  far  as  possible,  by  correspondence,  but  a  collector  would  find 
his  list  made  out  on  this  book. 

When  a  note  is  discounted  the  amount  is  carried  out  in  the  third  column 
of  this  book,  and  when  an  account  is  cancelled  or  paid  before  maturity  the 
amount  is  carried  into  the  fourth  column.  The  sum  of  the  footings  of  the 
two  last  columns,  taken  from  the  sum  of  the  two  first  columns  gives  exact 
sum  which  should  be  paid  into  the  business  every  day. 

398.  INSTALLMENT  COLLECTIONS.— Where  installments  are 
to  be  collected  a  card  is  made  out  as  per  example,  giving  in  convenient  form 
the  lease,  date,  number,  name,  address,  deposit,  and  promised  weekly  pay- 
ment, also  in  pencil  the  amount  of  merchandise  charged.  Payments  are 
put  down  by  the  collector  as  made  and  reported  each  day  to  the  book- 


keeper.    It  frequently  happens  that  payments  are  made  at  the  office,  and 
for  convenience  of  finding  the  card  in  the  collector's  bunch  a  hole  is  cut  in 
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the  side  in  a  certain  position  which  signifies  the  initial  of  the  customer's 
name,  both  side  edges  of  the  card  being  reserved  for  these  alphabetical  in- 
dexes. The  top  edge  of  the  card  is  reserved  for  similar  cuts,  referring  to 
the  north,  south,  east  and  west  quarters  of  the  city,  the  bottom  edge  cut  in 
indicating  various  surrounding  towns.  These  cuts  are  preferable  to  pro- 
jecting tabs,  for  the  reason  that  such  tabs  would  break  off  in  the  collector's 
pocket. 

We  append  sample  of  Installment  Lease,  or  Hire  Purchase  Agreement. 

BIG  BLUE  STORE.  »ta«""^Sd'iS?5?U?Sr.SKSf7 "'**'"• 

AGREEMENT  FOR  HIRING  HOUSE  FURHITURE,  CARPETS,  Etc.,  with  He  RIGHT  Of  PURCHASE. 

New  London,  Conn., Sept..  1 1/Q3* 190  Salesman. ...B.».A..«.H..i No    .1.1.1.1.1  .♦. ... 

This  certifies  I  have  this  day  hired  from  the  Putnam  Furniture  Manufacturing  Co.,  the  property  as  described  at  the  following  prices; 

SCHEDULE. 

1   Range   and  high  shelf  30.00 


•    1 

for  the  use  of  which  I  agree  to  pay  skid  Putnam  Furniture  Manufacturing  Co.,  their  representatives  or  assigns,  at  their  office.  Nos.  308-31^ 
Bank  street,  New  Loudon.  Conn.,  unless  otherwise  agreed,  the  following  rent  and  at  the  times  stated  below,  viz 

Advance  rent  $ -7-00 a!so$.-l_^0O each -W££k«- until  the  sum  of  the  above  schedule  is  cancelled^ 

If  this  rent  is  not  paid  in  six  months  I  agree  to  pay  6  per  cent,  interest  on  the  rent  due  and  unpaid 

And    I    Hereby  Agree  to  take  good  care  of  said  property,  retain  the  same  for  my  own  use,  that  1  will  not  underlet,  mortgage 

or  sell  it,  nor  shall  it  be  removed  from  the  premises  now  occupied  by  me,  at  No 1000.  .-F-Lr-S-t.-St-* 

•    t.  ,      New   London»Conn- .  ,  t  (J„  „_  „     ,  „    , 

Street,  in  the  town  of without  the  written  consent  of  said  Putnam  Furniture  Manufacturing  Co., 

their  representatives  or  assigns  ,  that  the  said  Putnam  Furniture  Manufacturing  Co.,  or  their  representatives  or  assigns,  shall  at  all  times 
have  access  to  said  goods,  and  the  place  wherein  the  same  may  be,  for  the  purpose  of  examining  the  condition  of  same  And  in  case  of  the 
property  being  levied  upon,  or  liable  to  be  disturbed  from  any  other  cause.  I  agree  to  give  said  Putnam  Furniture  Manufacturing  Co.,  their 
representatives  or  assigns,  immediate  notice  thereof. 

And  I  hereby  further  agree  that  if  apy  default  be  made  in  the  payment  of  the  rent,  or  any  part  thereof  as  above  *.|^cvified,  or  if  default 
be  made  in  the  performance  of  any  of  the  agreements  herein  contained,  my  right  to  hold  or  retain  said  property,  or  any  part  thereof,  shall 
wholly  cease  and  determine ;  and  in  such  case  I  bind  myself  to  permit  the  Putnam  Furniture  Manufacturing  Co..  or  their  authorized  agent, 
without  process  of  law,  to  take  possession  of  said  property,  wherever  found,  and  for  that  purpose  ttr  enter  my  premises,  using  such  measures 
as  may  be  necessary  in  so  doing.  I  hereby  waive  any  action  for  trespass  or  damages,  in  consequence  thereof,  ai 
any  subsequent  purchase  made  by  me  from  the  Putnam  Furniture  Manufacturing  Co..  and  entered  in  this  le 
same  conditions. 


IN  WITNESS  WHEREOF.  I  have  hereunto  set  my  hand  and  seal,  the  day  and  year  first  above  written. 

\  Signed 

>  Witnesses.  JOflTl     W.     Smith. 


L.  S 


GENERAL  STATUTES,  SECTION   1446. 

Every  person  who  shall,  with  intent  to  place  mortgaged  personal  property  beyorrd  th?  control  of  the  mortgagee,  remove,  conceal,  or 
aid  or  abet  the  removal  or  ronccalment  of  any  such  property,  and  any  mortgagor  of  such  property  who  assents  to  such  removal  or  conceal- 
ment shall  be  fined  not  more  than  five  huudrcd  dollars,  or  imprisoned  not  more  than  six  months.  And  every  mortgagor  of  personal  prop- 
rrtv  who  shall  sell  or  convey  ihe  same,  or  any  part  thereof,  without  the  written  consent  of  the  mortgagee,  and  without  Informing  the  per- 
son to  whom  he  sells  or  conveys  that  the  same  is  mortgaged,  shall  be  fined  not  more  than  one  hundred  dollars  or  imprisoned  not  more  than 
six  months 

399.  INSURANCE  (FIRE)  ADJUSTMENT.— It  is  important  to 
keep  separate  Merchandise  (Sales,  Purchases  and  Inventory)  Accounts,  as 
insurance  adjusters  will  not  make  any  allowance  for  commission,  discount, 
or  charges  of  that  character  which  are  frequently  carried  in  a  Merchandise 
Account.  They  will  only  consider  actual  value  of  the  goods  at  the  time  of 
the  fire.  Some  adjusters  endeavor  to  disregard  the  item  of  freight;  but 
this  is  not  a  tenable  position  as  the  cost  of  goods  means  the  cost  delivered  at 
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store,  or  the  amount  which  would  have  to  be  paid  by  the  merchant  to  replace 
in  his  store  the  good  »yed  by  fire. 

In  a  manufacturing  business,  separate  accounts  should  be  kept  for 
repairs,  or  maintenance,  as  this  will  offset  any  attempt  on  the  part  of  the 
adjusters  to  make  deductions  on  account  of  alleged  depreciation. 

400.  INTEREST  COMPUTATIONS  (EUROPEAN;.— As  the 
great  majority  of  accountants  and  book-keepers  in  the  United  States  are  not 
familiar  with  certain  methods  of  interest  computation  which  are  employed 
on  the  other  side  of  the  Atlantic,  an  explanation  and  demonstration  of  these 
methods  will  undoubtedly  be  of  interest  to  those  in  the  export  business. 

The  methods  herein  described  are  used  by  European  banking  and  com- 
mission houses.  Clients  are  allowed  a  certain  amount  of  credit  to  draw 
against  in  open  or  running  account,  generally  known  as  "Account  Current," 
and,  as  a  rule,  statements,  including  interest,  are  rendered  semi-annually  on 
the  first  of  July  and  the  first  of  January,  on  specially  ruled  double-sheet 
blanks,  on  the  order  of  the  specimen  accompanying  this  article.  It  will  be 
seen  that  in  these  blanks  a  special  column  is  provided  for  "Interest  Num- 
bers," and  before  going  any  further  I  will  say  that  this  is  the  main  feature 
of  the  different  methods  I  shall  explain  later  on. 

Interest  being  the  product  of  principal,  rate  per  cent,  and  time,  all  in- 
terest rules  are  based  on  these  relations,  but  different  mathods  and  con- 
venient contractions  may  be  used  to  obtain  results. 

The  interest  numbers  used  in  the  European  account  currents  are  the 
product  of  the  principal  multiplied  by  the  number  of  days,  and  are,  there- 
fore, a  contraction  of  the  ordinary  interest  rule. 

Principal  X  Days  X  Rate  per  cent. 
360  X    100 

In  computing  interest  according  to  this  rule,  we  see  that,  while  the  dividend 
constantly  changes,  the  divisor,  360X100,  remains  the  same.  In  most 
cases  this  divisor  can  be  evenly  divided  by  the  rate  per  cent  of  interest,  and 
by  calling  the  quotient  the  "Interest  Divisor,"  the  above  formula  can  be 
simplified  to : 

Interest  numbers 
Interest  = 


Interest  Divisor 


To  simplify  the  matter  still  further,  the  two  last  figures  are  usually 
eliminated  from  the  interest  numbers  as  well  as  from  the  interest  divisor, 
as  it  can  hardly  change  the  result ;  hence  the  interest  divisors  would  be  as 
shown  on  page  205 . 

202 


BOOK-KEEPING    AND    BUSINESS    PRACTICE 


400 


a  •  s. 


gg£g$ggg8g 

oooo'ooo    ooo 


a  s 


©     S     — 


q  g  <  n,  g  g  =,  '   s< 


O  2  C 


3  -    ■£  -    S  .    S...  j  S 


a 

S 

o 

% 

W 

H 

= 

W 

fc 

s 

w 

Q 

3 

<d 

Q 

ft 

Cti 

a 

O 

0 

H 

u 

« 

c« 

(/) 

LL! 

£ 

0 

8SS88       g  S 


S  ■«•  ■* 

n    a    "1 


»•  <ia  •  a* 


;   "J* 

*      3 

5 

•J*   = 

i  ^ 

..o  C 

£j£  <U 


a  s 


£  <  -    S  -    S.  : 


^ci|8q«88n 
©©©o'ooo'o'oi 
KS?3'3S?CT1©oor- 


g   -r    ui    o   m 


o         o 


6    S 


"S   I 


Q   « 


a  *  2  -  £  •»  » 


,2,  •    6.   •    S  -     < 


S§: 


203 


400 


THORNES  TWENTIETH    CENTURY 


"SCALE"  OR  GERMAN   "STAFFEL"  METHOD. 
BANKERS'  INTEREST  STATEMENT. 


of 
ity 

Debitor 
Credit 

Specification 

Amount 

Days 

Interest  Numbers 

Matui 

Debit 

Credit 

Dec 

31 

4 

Cr. 

$2,460.50 
2,000.00 

4 
11 
14 
11 
15 
20 

5 
10 

4 
12 
11 
13 

9 
11 
14 
16 

245 
964 
285 
196 

OS 

Jan. 

15 

Cr. 
Deb. 

$4,460.50 
3,000.00 

491 

29 

Cr. 

Deb. 

$1,460.50 
3,687.50 

204 

" 

Draft 

Feb. 

10 

Deb. 

Draft 

$2,227.00 
4,200.00 

25 

Deb. 
Cr. 

£6,427,00 
5,000.00 

Mar. 

15 

Deb. 

$1,427.00 
2,500.00 

'.*       .20 

Deb. 
Cr. 

$3,927.00 
5,000.00 

30. 

Cr. 
Deb. 

Draft 

$1,073.00 
500.00 

107 

1690 

900 

it 

®  52,  $23.47 

@  3%,  $7.50 

Mar. 
Apr. 

30 
4 

Cr. 

Deposit 

$   573.00 
.3,000.00 

440 
676 
276 

459 

23 

16 

Cr. 
Deb. 

Draft 

$3,573.00 
2,287.50 

429 

27 

Cr. 

Deb. 

Draft 

$1,285.50 
4,667.50 

142 

May 

10 

Deb. 

Draft 

$3,382.00 
4,125.75 

19 

Deb. 
Cr. 

Deposit 

$7,507.75 
5,000.00 

30 

Deb. 
Cr. 

$2,507.75 
5,000.00 

14 

Cr. 
Deb 

$2,492.25 
5,360.00 

349 

June 

Draft    

30 
it 

Deb. 

Int.  Mar.  30,  Deb.  $23.47 
"      Cr.        7.50 

"  June  30,  Deb.  30.85 
"      Cr.      10.48 

$2,867.75 
15.97 
20.37 

June 

180 

1851 

943 

it 

@  6*.  $30.85 

@  4%,  $10.48 

" 

June 

30 

Deb. 

$2,904.09 

.                                
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At  G  per  cent,  interest,     G,000  or     GO 

At  j  per  cent,  interest,     7,200  or     72 
At  iy2  per  cent,  interest,     8,000  or     80 

At  4  per  cent,  interest,    9,000  or     90 

At  3  per  cent,  interest,  12,000  or  120 

At  2  per  cent,  interest.  18,000  or  180 

At  1  per  cent,  interest,  36,000  or  360 

In  calculating  the  interest  numbers  for  account  currents  the  fractional 
part  of  the  principal,  if  less  than  half  a  mark  or  half  a  franc,  is  not  taken 
into  consideration;  while  if  more  than  half  a  mark  or  franc  it  is  counted 
for  a  full  franc  or  mark. 

Aside  from  account  currents,  the  interest  numbers  can  often  be  used 
advantageously,  especially  when  there  are  no  interest  tables  at  hand;  for 
instance,  if  interest  is  to  be  computed  on  any  number  of  items  falling  due 
on  different  dates,  it  is  only  necessary  to  calculate  the  interest  numbers  as 
previously  explained  and  divide  the  sum  total  by  the  divisor  according  to 
the  rate  of  interest.  The  quotient  will  represent  the  amount  of  interest,  and 
it  will  be  found  that  the  result  is  obtained  in  a  more  simple  and  expeditious 
manner  than  by  using  the  method  for  averaging  accounts. 

As  no  one  method  is  the  best  for  all  cases,  it  is  wise  to  be  familiar  with 
several,  so  as  to  be  able  to  apply  the  most  appropriate  to  each  particular  case. 

There  are  three  distinct  methods  for  computing  interest  in  account 
current  with  the  aid  of  interest  numbers,  which  are  used  throughout  Conti- 
nental Europe,  and.  to  some  extent,  in  England.     These  are : 

1.  The  Progressive  Method. 

2.  The  Retrograde  [Method ;  and  a  third,  which  I  will  call 

The  Scale  [Method,  scale  being  the  best  translation  I  could  find  for  the 
German  word  staffel.  I  submit  a  short  account  current  for  each  of  the  first 
and  second  methods,  showing  the  same  result,  and  an  interest  statement 
made  up  according  to  the  third  method,  and  will  take  up  the  explanation 
of  each  method  in  the  order  named. 

1.       THE  PROGRESSIVE  METHOD. 

The  fundamental  idea  of  this  method  is  that  interest  is  to  be  added  to 
each  item  in  the  account  current  from  its  date  of  maturity  to  the  date  of 
balance,  or  closing:  therefore,  the  number  of  days  is  calculated  progres- 
sively; that  is,  forward;  hence  the  name  progressive  method.  Instead  of 
calculating  the  interest  for  each  item  separately,  the  interest  numbers.  a- 
previously  explained,  are  employed. 

Items  falling  due  after  the  date  of  closing  are  usually  carried  forward 
(without  interest)  to  the  next  period.  If  this  is  not  desired,  or  practical, 
however,  the  interest  on  such  items  must  be  discounted,  from  their  date  of 
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maturity  backward  to  the  date  of  closing,  which  is  done  by  extending  the 
respective  numbers  in  red  ink,  and  then  entering  them  (if  several,  their  sum 
total)  on  the  opposite  side  of  the  account  current,  as  regular  interest  num- 
bers, in  black  ink. 

The  account  current  herewith  submited  shows 
on  the  debit  side  27,268  interest  numbers 
on  the  credit  side  16,925  interest  numbers 

or  a  debit  bal.  of  10.343  interest  numbers  which  represent  the  interest  in  the 
account  current,  at  the  rate  of  360  per  cent  per  annum,  as  so  many  dollars, 
or  whatever  the  currency  may  be  divided  by  60,  will  give  the  interest  at  6 
per  cent,  i.e.,  $172.38. 

2.       THE   RETROGRADE    METHOD. 

This  method  is  not  as  easily  explained  as  the  progressive  method,  but, 
if  the  principle  is  once  understood,  it  will  be  found  just  as  simple.  The 
underlying  idea  is  that,  first  of  all,  the  different  items  in  the  account  current 
are  reduced  or  equalized  to  the  lowest  date,  or  the  date  of  the  last  balance, 
say  December  31.  The  interest  numbers  are  calculated  from  the  due  date 
of  each  item  backward  to  December  31,  and  therefore  this  method  is  called 
"retrograde."  In  closing  the  account  the  interest  numbers  obtained  on  the 
debit  side  are  counted  as  credit,  and  vice  versa,  the  interest  numbers  on  the 
credit  side  are  considered  as  debit,  thereby  discounting  or  deducting  each 
amount  to  the  lowest  term,  i.e.,  December  31. 

If  all  items  in  the  account  are  equalized  on  the  basis  of  December  31,  it 
follows  that  the  balance  of  the  account  is  also  reduced  to  the  same  basis. 
Consequently,  in  order  to  find  the  amount  of  interest  to  the  date  of  closing, 
June  30,  the  interest  numbers  for  the  account  balance  June  30  must  be  added 
to  the  opposite  side  of  the  account. 

The  account  current  herewith  presented  shows  the  same  balance  of 
interest  numbers,  10,343,  on  the  debit  side,  as  appear  in  the  account  for  the 
progressive  method  on  the  credit  side ;  but  as  already  explained,  under  this 
method  the  credit  interest  numbers  must  be  considered  as  debit,  and,  vice 
versa,  the  debit  numbers  as  credit.  From  the  diagrams  it  will  be  seen  that 
the  result  by  both  methods  is  exactly  the  same. 

3.       THE  SCALE   (OR  GERMAN  STAFFEL)    METHOD. 

The  name  for  this  method  no  doubt  was  derived  from  the  fact  that  it 
proceeds  from  balance  to  balance,  or,  figuratively  speaking,  from  step  to 
step,  and  the  underlying  idea  is  not  to  calculate  the  interest  on  each  individ- 
ual item  in  the  account  current  separately,  but  on  the  balances  for  the  num- 
ber of  days  for  which  such  balances  remain  unchanged. 
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The  interest  numbers  are  extended  in  the  columns  for  debit  or  credit, 
respectively,  according  to  the  nature  of  the  balances,  and  the  interest  is 
computed  from  the  respective  totals  of  interest  numbers.  This  method  is 
most  practical  when  the  rate  of  interest  changes  during  a  certain  period,  and 
where  different  rates  are  applied  to  debit  or  credit. 

The  "Daily  Balance  Method"  extensively  used  by  bankers  in  the 
United  States  is  practically  the  same  method,  and  is  undoubtedly  an  adap- 
tation of  it. 

Which  of  the  three  methods  is  the  best  or  most  practical  to  use,  de- 
pends upon  the  terms  and  conditions  agreed  upon  by  the  two  parties  to  the 
account  current. 

The  customary  rate  of  interest  charged  or  credited  by  commission 
merchants  is  6  per  cent,  while  the  rates  of  European  bankers  are  governed 
by  the  prevailing  official  rates  as  fixed  from  time  to  time  by  the  government 
banks,  as,  for  instance,  the  Bank  of  England,  the  Bank  of  France,  and  the 
German  Imperial  Bank.  Consequently,  the  rates  may  fluctuate  within  the 
period  for  which  the  account  current  is  rendered ;  but  as  the  bankers  are  not 
in  business  for  their  health,  they  usually  debit  their  clients  with  a  rate  1  per 
cent  above,  and  credit  them  with  1  per  cent  below  the  official  bank  discount. 

When  a  client  is  always  debtor  or  always  creditor,  the  progressive  or 
retrograde  methods  are  preferred  on  account  of  their  simplicity.  If,  how- 
ever, a  client  is  sometimes  debtor  and  sometimes  creditor,  and  if  the  rates 
of  interest  for  debit  and  credit  differ,  the  scale  method,  or  daily  balance 
method,  which  is  practically  the  same,  is  the  most  convenient  for  the  reason 
that  it  shows  from  day  to  day  whether  a  client  is  debtor  or  creditor. 

One  good  feature  which  the  three  methods  I  have  tried  to  elucidate 
in  this  paper  have  in  common  is  that  all  the  figures  necessary  to  show  how 
the  amount  of  interest  was  arrived  at  are  embodied  in  the  statements,  in  the 
most  simple  and  condensed  form,  so  that  it  is  very  easy  for  clients  to  verify 
them. 

The  principal  reason,  however,  why  these  account  current  methods  are 
used  so  extensively  in  Europe,  no  doubt,  lies  in  the  fact  that  in  all  the  im- 
portant European  countries,  with  the  exception  of  England  and  Portugal, 
the  year  for  computing  interest  is  lawfully  reckoned  at  360  days,  to  which 
number  these  methods  are  especially  adapted.  In  England  and  Portugal, 
as  well  as  in  most  States  of  the  Union,  the  laws  have  assumed  365  days  to 
the  year. 

401.  INTEREST  RULES.— A  Simple  Interest  Formula.— 
Interest  may  be  very  easily  understood  and  computed  by  the  follow- 
ing method.     This  method  has  a  great  advantage  in  following  the  same  line 
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of  reasoning  by  which  such  questions  as,  "What  is  the  cost  of  2  bu.  3  pks. 
1  qt.  1  pt.  of  beans  at  $1.75  per  bushel?"  are  solved. 

The  rule  is  as  follows :  Find  interest  on  principal  for  one  year  at  given 
rate;  reduce  months  and  days  to  the  decimal  of  a  year;  multiply  the  interest 
for  one  year  by  the  number  of  years. 

For  example :  Find  the  interest  on  $750  for  2  yrs.  0  mos.  18  days  at 
4^2  per  cent. 

Divide  18  days  by  30  and  reduce  to  a  decimal. 
30)18.0 

.6  month. 
Divide  9.6  months  by  12  and  reduce  to  a  decimal. 
12)9.0 

.8 
$750  X  .045  gives  interest  for  1  year  =  $33.75. 
Multiply  $33.75  (interest  for  one  year)  by  2.8  (years)  =  $94.50. 

Interest  on  $2875.75  for  3  yrs.  7  mos.  17  days  at  5^%. 

17  -^  30  =  .567  month. 
7.567  —  12  =  .63  year. 
Multiply  $2875.75  by  5.5   =  x. 

Multiply  x  by  3.63  =  interest  on  $2875.75  for  3  yrs.  7  mos.  17  days 
at  5J4%. 

SIX    PER   CENT   INTEREST   RULE. 

Divide  principal  by  6.  If  no  cents  are  expressed  in  principal,  place 
decimal  one  point  to  the  left,  and  if  cents  are  expressed  in  principal,  place 
decimal  three  points  to  the  left,  which  will  give  the  interest  for  one  day, 
which  multiply  by  the  number  of  days  of  interest  required,  and  the  result 
will  be  the  amount  of  interest  due. 

Example:  Find  interest  on  $1,249.32  for  78  days  at  six  per  cent  per 
annum. 

Operation:  $1,249.32  divided  by  6  equals  20.822;  multiplied  by  78 
equals  $16.24116.     Answer,  $16.24. 

For  three  per  cent,  cut  amount  in  two ;  for  four  per  cent,  deduct  one- 
third;  for  five  per  cent,  deduct  one-sixth;  for  seven  per  cent,  add  one-sixth; 
for  eight  per  cent,  add  one-third;  for  nine  per  cent,  add  one-half,  and  for 
ten  per  cent,  adds  two-thirds.  For  four  per  cent,  multiply  interest  by  4  and 
divide  by  6 ;  for  five  per  cent,  multiply  interest  by  5  and  divide  by  6 ;  for 
seven  per  cent,  multiply  interest  by  7  and  divide  by  6 ;  for  eight  per  cent, 
multiply  8  and  divide  by  6 ;  for  nine  per  cent,  multiply  by  9  and  divide  by  6, 
or  add  one-half  amount  of  interest;  for  ten  per  cent,  multiply  by  10  and 
divide  by  6. 
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ANOTHER  RULE. 

Required  the  interest  on  $250  for  C3  days  at  6%. 

1.  The  rate  for  one  year  is  6%. 

2.  The  rate  for  1-6  year,  or  2  months,  is  1%. 

3.  1%  of  $250=  $2.50,  interest  for  60  days. 

4.  1-20  of  $2.50=$0.12^,  for  interest  for  3  days. 

5.  2.62^  interest  for  63  days. 

TWELVE  PER  CENT  INTEREST  RULE. 

Remove  decimal  in  principal  two  places  to  the  left;  multiply  by  time 
stated  in  months,  and  decimals  of  a  month;  multiply  the  product  by  rate 
per  cent,  and  divide  that  product  by  12. 

We  may  simplify  and  shorten  the  process  by  observing  the  proportion 
which  the  required  rate  bears  to  12.  For  example,  deducting  1/6  of  itself 
from  12  gives  us  10 ;  deducting  l/\  of  itself  from  12  gives  us  0  ;  deducting 
1/3  of  itself  from  12  gives  us  8 ;  dividing  12  by  2  gives  us  6;  adding  1/6  of 
itself  gives  7 ;  deducting  1/6  of  itself  from  6  gives  5  dividing  12  by  3  gives 
4,  etc. 

The  following  will  be  found  to  be  excellent  rules  for  finding  the  interest 
on  any  principal  for  any  number  of  days.  When  the  principal  contains 
cents,  point  off  four  places  from  the  right  of  the  result  to  express  the  interest 
in  dollars  and  cents.  When  the  principal  contains  dollars  only,  point  off  two 
places. 

Four  per  cent. — Multiply  the  principal  by  the  number  of  days  to  run, 
and  divide  by  1)0. 

Five  per  cent. — Multiply  by  number  of  days,  and  divide  by  72. 

Six  per  cent. — Multiply  by  number  of  days,  and  divide  by  60. 

Seven  per  cent. — Multiply  by  number  of  days,  and  divide  by  52. 

Eight  per  cent. — Multiply  by  number  of  days,  and  divide  by  45. 

Nine  per  cent. — Multiply  by  number  of  days,  and  divide  by  40. 

Ten  per  cent. — Multiply  by  number  of  days,  and  divide  by  36. 

Twelve  per  cent. — Multiply  by  number  of  days,  and  divide  by  30. 

Fifteen  per  cent. — Multiply  by  number  of  days,  and  divide  by  2  1. 

Eighteen  per  cent. — Multiply  by  number  of  days,  and  divide  by  20. 

Twenty  per  cent. — Multiply  by  number  of  days,  and  divide  by  IS. 

Twenty-four  per  cent. — Multiply  by  number  of  days,  and  divide  by  15. 

SIMPLE  INTEREST. 

Simple  interest  is  interest  on  the  amount  of  the  principal  during  the 
period  of  the  use  of  the  money.     Thus : 

0%  on  $100.00  for  2  years  is  $12.00. 

Compound  interest  is  interest  on  the  amount  of  principal  and  interest 
accrued  and  unpaid.    Thus  : 

209 


401a  thorne's  twentieth  century 

6%  on  $100.00  for  2  years  is 

First  year  6%  on  $100.00 $6.00 

Second  year  <>%  on  $106.00 6.36 


Total     $12.36 


In  some  building  societies  simple  interest  is  allowed  on  monthly  pay- 
ments on  shares  until  said  shares  are  matured,  or  fully  paid. 

A  good  rule  to  ascertain  the  amount  of  such  interest  on  twelve  monthly 
payments  of  $1  each  is  as  follows : 

Divide  number  of  months  (12)  by  two  and  add  half  a  month=6^. 
Multiply  by  number  of  months  (12)  =78  months  on  which  to  compete  inter- 
est on  $1  at  6  per  cent  per  annum. 

1  x6  x  78  468 


12  =  12=39c 

401a.  INTEREST  ON  DAILY  BALANCES.— Extend  the  daily 
balances  day  by  day,  calculating  in  a  separate  column  the  number  of  days 
each  balance  is  in  existence.  Thus,  if  $100  were  deposited  in  a  bank 
January  1st  and  no  further  deposits  or  any  withdrawals  made  until  Feb- 
ruary 1st,  the  number  of  days  would  be  31.  Multiply  the  amount  of  the 
daily  balance  by  the  number  of  days  and  divide  the  product  by  the  interest 
divisors  according  to  the  rate  of  interest.  Thus,  the  divisor  for  4  per 
cent  is  8760;  for  4><  per  cent.  8030;  for  5  per  cent,  7300;  for  5>4  per 
cent,  6570;  for  6  per  cent,  6220. 

ANOTHER  METHOD. 

INTEREST  COMPUTED  ON  DAILY  BALANCES. 


Date.  Dr.                 Cr. 

Jan.      2 $    326  29 

3 439  58 

4 1,627  88 

5 1,242  88 

6 

7 1,280   88 


9 1,660  27 

10 

11 1,210  76 

12 

13 

14 1.038  41 

15 $247  34 

16 14  21 

17 39  21 

18 1,054  71 

19 838  04 

20 

21 ,  994  55 

22 ...  1,134  25 
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765 
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1 

24 

3,636 
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• 

3,636 
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2 
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51 
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78 
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78 

o 
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54 

7,788 

54 
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54 

3 
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8,826 

95 

1 

88 

8,579 

61 

1 

86 

8,593 

82 

1 

86 

8,633 

03 

1 

86 

9,687 

74 

1 

97 

10,525 

78 

10,525 

78 

o 
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23 1,093  70  13,750  28  1  137 

24 1,082  15  14,832  43  1  148 

25 949  15  15,781  58 

26 15,781  58 

27 15,781  58  3  474 

28 846  90  16.62S  48  1  166 

29 864  20  17,492  68  1  175 

30 927  19  18,419  87  1  184 

31 43  31  18,376  56  1  183 

$293,508  03        2,935 

To  find  amount  of  interest  chargeable  on  above  balances  at  5  per  cent, 
multiply  total  of  balance  of  daily  balances  by  rate  and  divide  by  360,  obtain- 
ing $40.76  as  the  answer.  A  shorter  way  is  to  divide  the  days  by  the  rate 
and  with  the  remainder  divide  total  of  balance  of  daily  balances.  The  two 
columns  to  the  right  of  the  "Balances"  column  illustrate  another  method  of 
obtaining  the  same  result. 

402.  INVENTORIES  (PERPETUAL).— The  following  method  is 
used  by  a  large  clothing  house : 

1.  The  salesman  makes  sale  slip  or  ticket  with  each  sale,  showing  the 
cost  in  characters,  and  the  selling  price  in  plain  figures,  of  the  articles  sold. 

2.  This  slip  goes  to  the  cashier,  who  records  both  cost  and  selling 
price  on  daily  sale  sheet,  of  that  department. 

3.  The  total  footings  for  each  day,  are  posted  as  follows :  In  ledger, 
each  department  is  credited  with  selling  price  of  goods  sold.  In  stock  book, 
each  department  is  credited  with  cost  price  of  goods  sold. 

4.  Invoices  of  goods  received  are  charged  to  proper  department  at 
cost  price,  on  both  ledger  and  stock  book. 

This  will  then  allow  the  gross  profit  to  be  shown  on  the  ledger  account 
of  each  department,  and  the  goods  on  hand  (at  cost  price)  on  stock  book  of 
each  department,  and  the  accounts,  at  time  of  closing,  would  look  something 
like  the  following : 

Cashier's  Report  of  Sales,  Month  of  — ,  19 — . 

No.  1. 
Clothing     $800  00  $450  00         $1,250  00  $1,000  00 

No.  2. 
Shoes. 

No.  3. 
Hats,  etc. 

CLOTHING  DEPT.  (LEDGER  ACCOUNT.) 
March    1— 

Inventory    $9,000  00 

Purchases    500  00 

Gross   profit    250  00 

$9,750  00 

Total   sales    $1,250  00 

Inventory    (cost)     8,500  00 

$9,750  00 
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CLOTHING  DEPT.  (STOCK  ACCOUNT.) 

March   1— 

.nventory    (.cost)     $9,000  00 

Purchases    500  00 


$9,500  00 
March  31— 

Cost    on    sales $1,000  00 

Cost    inventory    8,500  00 


$9,500  00 


If  goods  are  marked  down  and  sold  for  less  than  cost,  they  are  so 
shown  on  sale  ticket,  and  loss  appears  on  ledger  account  with  department, 
but  not  on  stock  record. 

ANOTHER  METHOD. 

The  stock  consists  of  clothing,  men's  furnishings,  hats  and  shoes ;  four 
departments,  and  separate  accounts  are  kept  with  each  department.  The 
records  only  apply  to  the  selling  price  of  the  stock,  as  all  actual  inventories 
are  taken  at  selling  price.  After  the  invoices  are  checked  by  the  managers 
of  the  different  departments  as  to  quantities,  and  the  selling  price  of  each 
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item  marked  on  same  they  are  returned  to  -office,  where  they  are  figured  at 
selling  price  on  face  of  invoice  and  totaled  same  as  at  cost.  Invoices  are 
then  entered  on  a  Departmental  Purchase  Journal,  each  department  being 
charged  with  amounts  belonging  to  it,  and  total  stock  credited.  At  the  end 
of  each  month  the  total  amounts  on  Journal  are  posted  on  their  respective 
accounts  in  stock  records  for  goods  received.  When  goods  are  returned  the 
managers  must  make  out  a  bill  giving  cost  and  selling  price  of  each  article, 
which  is  figured  out  and  selling  price  entered  in  red  ink  in  Mdse.  Returned 
Journal.  The  departments  here  are  credited  and  total  stock  debited,  and  at 
end  of  month  total  footings  are  posted  to  stock  record  book. 

The  "Mark  Downs"  are  handled  in  this  manner.     At  the  beginning 
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of  each  month  the  managers  are  given  a  ruled  sheet  on  which  they  must 
enter  the  number  of  articles  marked  down  in  price,  giving  the  original  price, 
reduced  price  and  difference,  which  is  figured  out  and  total  amount  entered 
for  each  department  on  Journal,  crediting  the  departments  and  debiting  total 
stock.  Footings  are  then  posted  to  stock  record  book.  Discounts  and 
allowances  to  employes  and  others  are  taken  account  of  by  managers  when 
sale  is  made,  and  total  amounts  at  end  of  month  are  entered  on  Journal 
and  posted  to  stock  record  book,  same  as  "Mark  Downs."  The  total 
monthly  sales  are  taken  direct  from  sales  book,  and  transferred  to  sales 
columns  on  stock  record  book,  which  completes  the  records  for  all  reduc- 
tions from  selling  price  of  stock. 

The  stock  record  book  contains  accounts  with  each  department ;  also  a 
total  stock  account,  and  at  the  beginning  of  each  year  the  actual  inventories 
are  entered  in  inventory  columns  of  each  account  to  begin  with.  Monthly 
purchases  are  added  to  inventories  and  carried  to  total  columns  on  one  side 
and  sales,  returns,  mark  downs  and  discounts  are  summed  up  and  carried  to 
total  columns  on  the  other,  the  difference  showing  balance  of  stock  on  hand 
at  beginning  of  each  month  for  each  department  and  for  total  stock. 

Another  Method — Paint  Manufacturing  Business. 

Divide  the  work  into  two  inventories — "Crude  Materials"  and  "Fin- 
ished Goods." 

Each  item  is  carried  on. a  card  as  per  illustration. 
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As  the  crude  materials  are  received  they  are  posted  from  the  receiving 
book  to  the  column  "Quantity  In"  on  card,  and  as  they  are  manufactured 
into  the  "Finished  Goods"  the  report  coming  from  the  factory  gives  the 
quantities  of  the  different  materials  used,  and  said  quantities  are  entered  in 
"Quantity  Out"  column,  deducted  from  "Stock"  and  balance  brought 
down. 

The  quantity  of  "Finished  Goods"  thus  produced  as  posted  to  "Quantity 
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In"  on  card  to  which  it  belongs,  and  the  "Stock''  of  "Finished  Goods"  is 
increased  by  that  amount. 
For  example — 

1500  lbs.  White  Lead, 
100  gal.  Raw  Oil, 

produce  say  100  gal.  Inside  White. 

We  proceed  to  post  "out"  on  "White  Lead"  card  1500  lbs.  and  100 
gals,  "out"  on  "Raw  Oil"  card,  and  post  "in"  100  gals,  on  "Bulk"  card 
Inside  White,  and  so  on  through  all  the  day's  reports  of  manufactured 
goods. 

Xow,  when  we  come  to  filling  the  paint  into  the  size  cans  required, 
deduct  the  quantity  filled  from  "Bulk"  card  and  add  to  sizes  filled,  there- 
fore note,  we  must  have  a  card  for  every  size  of  can  or  package  filled  and 
for  every  shade  or  line  of  paint  carried. 

At  the  end  of  each  month  the  amount  of  "Stock"  shown  on  each  card 
is  transferred  to  an  inventory  book  and  extended  at  factory  cost. 

By  using  this  inventory  form  it  is  only  necessary  to  rewrite  your 
inventory  every  six  or  twelve  months,  as  the  case  may  be. 

Shipments  are  posted  as  they  are  made  from  day  to  day  in  the 
"Quantity  Out"  column  and  deducted  from  "Stock"  and  balance  brought 
down.  These  postings  all  completed  for  the  month,  we  will  then  be  in 
shape  to  draw  off  the  inventory. 

403.  INVENTORY— (BOOK).— To  obtain  a  book  inventory  the 
following  method  may  be  used  where  profits  are  sufficiently  uniform  to 
strike  an  average. 

AVERAGE  ADDED  PROFIT— 25  PER  CENT. 

Inventory    Jan.     1st $    800  00 

Purchases   at   cost 600  00 

Sales $1,875  00 

Less    33  I-:;    per    cent 625  00 

$1,250  00 

Inventory    Feb.   1st 750  00 

Approximate   profit   for   month 600  00 

$2,000  00  $2,000  00 

404.  JOBBING  ACCOUNTS.— A  sales  ledger  is  a  ledger  in  which 
is  kept  only  the  accounts  of  customers,  a  sales  account  is  kept  in  the  general 
ledger  and  records  sales  made. 

If  purchases  are  credited  to  the  account  of  a  customer,  the  sales  ledger 
account  and  the  totals  of  customers'  sales  accounts  will  not  balance  for 
the  reason  that  the  debit  for  the  entry  would  be  made  in  the  purchase 
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account.  These  entries  are  more  or  less  troublesome  and  in  a  jobbing  or 
other  business  where  there  are  many  such  entries  it  is  convenient  to  carry 
adjustment  accounts  in  the  sales  and  purchase  records.  Sketch  of  a  sales 
book  is  submitted  which  overcomes  this  difficult}-.  The  book  is  designed 
for  use  in  a  large  business  where  for  convenience  each  sales  ledger  has  its 
corresponding  sales  journal. 

This  requires  an  adjustment  account  in  the  sales  ledger  and  the  same 
plan  can  be  used  with  the  purchase  ledger  and  purchase  journal. 
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In  this  book  only  the  order  number  is  entered  and  in  posting  reference 
is  made  to  order  number  for  easy  reference  as  to  particulars. 

405.  LEDGERS  (SPECIAL.)— Customers'  Central  Amount 
Column  Ledger. — By  the  method  hereunder  described  a  central  column  is 
provided  which,  instead  of  recording  the  outstanding  balances  of  an  account 
at  any  particular  period,  records  the  amount  of  debits  covered  by  various 
settlements  of  account. 

As  the  ledger  is  not  an  original  book  of  entry,  but  a  convenient  form 
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of  showing  each  customer's  indebtedness,  a  page  completed  should  not  so 
much  show  the  total  balance  outstanding,  as  each  particular  item  of  debit 
and  credit  still  open.  Therefore  any  arrangement  enabling  us  to  ascertain 
the  condition  of  an  account,  quicker  than  by  the  methods  in  common  use, 
is  a  desirable  improvement. 

Many  of  the  card  systems,  now  used,  show  the  entire  balance  due  each 
month.  This  is  of  but  little  use,  as  very  few  customers  settle  month  by 
month ;  the  majority  of  payments  being  made  to  cover  one  bill  or  a  group 
of  bills. 

This  conceded,  it  would  seem  that  the  object  should  be  to  devise  the 
ledger  page,  so  as  to  show  at  a  glance  the  actual  condition  of  an  account, 
without  bothering  with  amounts  already  canceled  by  previous  payments. 
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The  aim  of  the  Central  Amount  Column  is,  to  avoid  long  additions,  to 
keep  the  records  in  compact  form  by  grouping  the  credits  directly  opposite 
to  the  debits  involved,  and  to  balance  as  often  as  possible. 

The  idea  consists  of  adding  to  the  usual  rulings  of  the  ledger,  a  Central 
Amount  Column  placed  between  the  debits  and  credits,  and  of  dividing  the 
credit  side  into  three  columns,  viz. :  Cash — Discount — Allowance  or  Re- 
turns. 

Here  is  an  example  of  the  system  worked  out. 

Whenever  a  consecutive  number  of  debit  items,  beginning  from  the 
top,  are  balanced  by  amounts  in  the  cash  discount  or  return  columns,  the 
total  is  extended  in  the  central  amount  column,  thus  balancing  the  account 
to  that  date. 

In  the  example  it  will  be  observed  that  the  first  group  is  not  balanced 
until  payment  of  January  15th.  The  first  settlement  made  January  10th 
only  equaled  the  third  and  fourth  debits,  therefore  amount  could  not  be 
extended  in  central  amount  column  before  the  first  and  second  items  were 
paid. 
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In  this  first  group  the  consecutive  debits  from  the  top,  amount  to 
$1567.1)3,  so  do  cash,  discount  and  returns,  consequently  the  account  is 
closed  to  that  total. 

As  the  above  example  stands,  the  customer  owes  $843.27,  $926.05 
and  $76.29,  viz.,  the  only  items  appearing  below  the  cross  line. 

If  a  red  ink  line  is  drawn  under  each  amount  in  the  central  amount 
column,  we  are  able  to  see  at  a  glance  how  the  account  stands ;  any  figures 
belowT  the  red  line  are  open  and  those  above  closed.  The  time  required  to 
draw  the  red  lines,  is  more  than  made  up  by  not  having  to  write  by  cash, 
by  discount,  by  credit,  etc. 

As  each  payment  is  directly  opposite  to  the  items  covered  by  it,  the 
information  regarding  promptness  of  settlement  is  apparent.  No  forward- 
ing necessary.  When  a  page  is  completed,  keep  right  on  until  a  section  is 
made. 

No  large  columns  to  add  in  making  the  trial  balance,  simply  the  figur- 
ing of  live  items.  Another  feature  is,  that  if  an  error  occurs  in  your  balance 
one  is  almost  certain  that  it  is  not  in  posting  from  the  cash  book,  as  each 
payment  has  equaled  the  corresponding  debits. 
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The  form  of  ledger  here  illustrated  has  been  devised  with  a  view  to 
overcoming  the  inconveniences  of  having  an  account  containing  a  large 
number  of  debit  entries  and  only  one  or  two  credit  entries,  thus  wasting 
a  great  deal  of  paper  on  the  credit  side. 

Our  next  illustration  shows  a  combination  "Pay-roll  and  Employes' 
Ledger"  used  in  a  lumber  camp.     Sometimes  called  a  "Hands'  Ledger." 
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406.  LIGHTNING  ADDITION.— A  recent  work  on  Higher 
Arithmetic  says :  "In  computing,  book-keepers  whose  business  leads  to 
rapid  addition,  omit  much  that  would  seem  necessary  to  the  ordinary 
student,  and  not  infrequently  add  two  columns  at  once,  a  power  gained 
only  by  practice  in  their  profession."  It  is  undoubtedly  the  aim  of  every 
book-keeper  and  office  man  to  attain  a  high  rate  of  speed  in  addition, 
coupled  with  accuracy,  and  various  methods  have  been  devised  to  facilitate 
both  speed  and  accuracy.  While  methods  for  effecting  accuracy  will  be 
considered  under  the  head  of  "check  figure,"  etc.,  those  which  relate  to 
attaining  speed  in  addition  may  appropriately  be  considered  here. 

The  most  common  method  used  and  recommended  by  experts  in  this 
line  is  the  learning  of  combinations  of  figures,  so  that  9+8+7,  for  in- 
stance, will  be  read  as  24  by  one  operation  of  the  mind.     Thus,  in  reading. 
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we  do  not  say   O  +  X+E  equals   OXE:  neither  should  we  say  9-j-8+"3 
equals  24. 

Xumerous  tables  have  been  prepared  to  aid  the  student  in  making 
himself  thoroughly  familiar  with  the  various  combinations  of  numbers, 
and  in  Soule's  Philosophical  and  Practical  Mathematics  are  given  exten- 
sive drill  tables  which  should  be  found  of  great  assistance.  Drill  tables 
are  also  constructed  on  cards,  each  card  bearing  a  combination  of  two  or 
more  figures.  By  shuffling  and  reshuffling  these  cards  the  drill  exercises 
are  constantly  varied,  which  is  certainly  an  advantage  over  printed  tables- 
where  the  relative  position  of  the  combinations  never  change. 

The  dropping  of  tens  is  also  frequently  used  by  experts  who  keep 
account  of  the  tens  dropped  in  a  column  with  the  figures  of  the  left  hand. 
It  requires  considerable  practice  to  become  efficient  with  this  device,  and 
at  first  the  frequent  miscalculation  of  the  number  of  tens  dropped  will  be 
apt  to  discourage  the  student.  Another  method  of  dropping  tens  which 
will  perhaps  be  better  for  beginners  to  use  is  to  place  a  dot  against  the 
figure  where  the  ten  is  dropped.     Thus : 

4 
5 
6 

Another  method  in  considerable  favor  is  the  grouping  of  figures 
above  10  and  under  20.  By  this  method  8-J-7  becomes  10-+-5.  While  this 
particular  principle  does  not  appear  to  be  entitled  to  much  credit  in  a  single 
column  addition,  there  is  no  doubt  of  its  usefulness  in  double  column 
addition.  In  the  following  example  the  operator  adds  both  columns  by  the 
following  process : 

46 
83 
27 
34 
76 

266 

46— zo  —  ::  —  20+7 
4-30+4+70+6 
which  he  reads:  46,  126,  129,  149,  156,  1S6,  1D0,  260, 

Proficiency  in  this  method  will  soon  enable  the  student  to  arid  double 
columns  without  separating  each  number  as  above  shown,  the  mental  pro- 
cess becoming  practically  instantaneous. 

407.  LOGARITHMS.— The  notion  is  quite  prevalent  that  log- 
arithms can  be  handled  successfully  only  by  those  versed  in  higher  mathe- 
matics. As  a  matter  of  fact  a  good  arithmetician  can  utilize  their  practical 
applications  and,  if  he  be  familiar  with  algebraic  equations,  can  master 
their  theoretical  construction.     In  presenting  this   subject   it  is  aimed  to 
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call  attention  particularly  to  those  features  which  reflect  their  practical  value 
to  the  accountant. 

Prof.  James  Mills  Peirce,  of  Harvard  University,  defines  logarithms  as 
follows : 

"Logarithms  are  numbers  that  are  substituted  in  computation  for 
other  numbers,  to  which  they  bear  such  a  relation  that  the  operations  to  be 
performed  on  the  latter  are  represented  by  simpler  operations  performed 
on  the  former."     The  following  are  the  logarithms  of  the  numbers  1  to  9 : 

EXAMPLE  1. 

Log.    1—0.000  Log.    4=0.602  Log.    7=0.845 

Log.    2=0.301  Log.    5=0.699  Log.    8=0.903 

Log.    3=0.477  Log.    6=0.778  Log.    9=0.954 

In  this  abbreviated  table  the  numbers  1  to  9  are  those  for  which  log- 
arithms are  substituted  in  computation  and  they  are  known  as  the  anti- 
logarithms.  For  example :  0.301  is  the  logarithm  of  2  and  2  is  the  anti- 
logarithm  of  0.301.  Every  number,  whether  integral  or  decimal,  has  its 
logarithm.  Although  there  are  different  systems  of  logarithms  only  one 
is  practicable,  and  is  known  as  the  common  system.  Tables  of  common 
logarithms  are  all  alike  in  principle,  but  vary  in  their  scope  and  efficiency. 
Their  variations  in  scope  refer  to  the  number  of  antilogarithms  tabulated, 
and  they  are  generally  constructed  to  embrace 

EXAMPLE  2. 
1  to  99,  1  to  999,  1  to  9999,  1  to  99999. 

Their  variations  in  efficiency  refer  to  the  number  of  decimal  places  to 
which  the  logarithms  are  extended.  The  logarithms  of  10  and  all  integral 
powers  of  10,  such  as  100,  1,000,  10,000,  etc.,  and  of  all  quotients  obtained 
by  dividing  10  by  itself  or  by  any  of  its  integral  powers,  such  as  1,  .01, 
.001,  etc.,  is  .0000.  With  this  exception  the  logarithms  of  all  numbers 
are  incommensurable — that  is,  they  are  decimals  which  may  be  extended 
indefinitely. 

For  example,  the  logarithm  of  5  is  given  above  as  0.699,  while  in  suc- 
cessively larger  tables  it  would  be  given  respectively  as  0.698970  and 
0.69897000043.  Inasmuch  as  they  may  be  extended  indefinitely  it  is  ap- 
parent that  the  selection  of  a  table  must  be  governed  by  the  degree  of 
accuracy  required  in  any  particular  computation. 

Bearing  in  mind  that  all  tables  are  identical  except  as  to  scope  and 
efficiency  and  that  their  system  has  stood  the  test  of  nearly  300  years,  we 
may  for  all  practical  purposes  ignore  any  relative  values  which  may  exist 
between  the  logarithms  themselves  and  consider  them  as  purely  arbitrary 
symbols  of  the  numbers  against  which  they  are  tabulated. 
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In  Prof.  Peirce's  definition,  it  is  stated,  that  operations  to  be  per- 
formed on  numbers  may  be  represented  by  simpler  operations  performed  on 
the  logarithms  of  those  numbers.  Herein  lies  their  economic  value.  Re- 
ferring to  the  above  table  let  two  numbers  be  selected,  say  2  and  4. 

EXAMPLE  3. 

Log.  2=0.301 
Log.   4=0.602 

0.903=sum  of  the  logarithms. 

Locating  0.903  on  the  table  we  find  that  it  is  the  logarithm  of  8,  or 
in  other  words  that  the  sum  of  the  logarithms  of  2  and  4  is  the  logarithm 
of  the  product  of  2  and  4.     Again  : 

EXAMPLE  4. 

Log.  1=0.000 
Log.  2=0.301 
Log.  2=0.301 
Log.  2=0.301 

0.903=Log.  8. 

that  is  the  sum  of  the  logarithms  of  1,  2,  2  and  2  is  the  logarithm  of  the 
continued  product  of  those  numbers.  These  simple  examples  enable  us  to 
comprehend  the  first  principle  of  logarithmic  computation — multiplication 
effected  by  addition. 

Rule  I.  The  logarithm  of  the  continued  product  of  several  numbers 
is  the  sum  of  their  logarithms. 

The  first  operation  (1)  may  be  expressed  thus: 

EXAMPLE  5. 

Log  2  +  Log  4  =  Log  8. 

Consequently   Log  8  —  Log  4  =  Log  2. 

and         Log  8  —  Log-2  =  Log  4. 

And  inasmuch  as  2  is  the  quotient  of  8-Ht  and  4  the  quotient  of  8— =—2  we 

reach  the  second  principle — division  effected  by  subtraction. 

Rule  II.     The  logarithm  of  the  quotient  of  two  numbers  is  the  exces> 

of  the  logarithm  of  the  dividend  over  that  of  the  devisor. 

EXAMPLE  6. 

Again,  Log.  3  =  0.i:: 

■_> 

Multpilied   by   2  =  0.0.34  =  Log  9. 
Log.  2  =  0.301 
a 

Multiplied    by    3=  0.903  =  Log.  8. 
Inasmuch  as  9  is  the  square  or  second  power  of  3,  and  8  is  the  cube 
or  third  power  of  2.  these  operations  illustrate  the  third  principle — involu- 
tion, or  the  raising  of  a  number  to  a  power,  effected  by  multiplication. 
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Rule  III.  The  logarithm  of  any  power  of  a  number  is  the  product 
obtained  by  multiplying  the  logarithm  of  the  number  by  the  exponent  of 
the  power. 

(In  examples  (5)  and  (6)  the  square  of  3  and  the  rule  of  2  are  ex- 
pressed as  32  and  23.     The  small  numbers  are  the  exponents.) 

Examples  (5)  and  (6)  may  be  expressed  thus: 

EXAMPLE  7. 

Log.  3X2  =  Log.  9. 

and         Log.  2X3  =  Log.  8. 

consequently    Log.  9  -h  2  =  Log.  3. 

and         Log.  8^-3  =  Log.  2. 

Inasmuch  as  3  is  the  square  root  or  second  root  of  9  and  2  is  the 
cube  root  or  third  root  of  8,  we  secure  simple  illustrations  of  the  fourth 
principle — evolution,  or  the  extraction  of  the  roots  of  numbers,  effected 
by  division. 

Rule  IV.  The  logarithm  of  any  root  of  a  number  is  the  quotient  ob- 
tained by  dividing  the  logarithm  of  the  number  by  the  exponent  of  the  root. 

(In  examples  (7)  and  (8)  the  square  root  of  9  and  the  cube  root  of 

8  are  expressed  as 

EXAMPLE  8. 

2_  3 

V9      and  Vg 

The  small  numbers  are  the  exponents.) 

It  was  stated  that  logarithms  are  decimals.  This  is  only  partly  true. 
The  decimal  is  the  essential  part  of  a  logarithm  and  is  called  its  mantissa. 
The  function  of  the  mantissa  is  to  determine  the  series  of  significant  figures 
in  its  antilogarithm.  A  series  of  significant  figures  is  one  which  begins  and 
ends  with  any  figure  other  than  0  and  as  applied  to  any  particular  number 
is  that  group  of  figures  which  remains  when  all  zeros  at  the  beginning  and 
end  of  the  number  are  omitted.     In  each  of  the  following  numbers : 

EXAMPLE  9. 

3407 

34070 

34070000 

34.07 
3.407 
.3407 
.0003407 

the  series  of  significant  figures  is  the  same,  viz.,  3407.  According  to  the 
principle  just  named  a  certain  mantissa  or  decimal  part  of  a  logarithm 
determines  this  series  of  significant  figures.  In  this  case  it  is  .53237  in 
the  table  of  logarithms  and  it  indicates  that  its  antilogarithm  is,  not  the 
number  3407.  but  the  series  of  significant  figures  3407,  irrespective  of  the 
location  of  the  units  place.    This  means,  in  practice,  that  if  we  require  the 
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logarithm  of  any  number,  its  series  of  significant  figures  must  first  be  noted 
and  located  in  the  table.  The  logarithm  tabulated  against  this  will  be  the 
logarithm  of  the  number  only  as  far  as  the  mantissa  is  concerned. 

Logarithmic  tables  contain  only  the  mantissa  of  each  logarithm.  A 
complete  logarithm  has  prefixed  to  the  mantissa  an  integral  number  called 
the  characteristic,  and  it  is  determined  by  the  following  rule : 

Rule  V.  The  characteristic  of  the  logarithm  of  any  number  is  equal 
to  the  number  of  places  by  which  the  unit's  place  is  removed  from  the  first 
significant  figure  being  positive  if  the  unit's  place  is  on  the  right  of  the 
first  significant  figure  (that  is,  if  the  number  is  greater  than  9)  and  nega- 
tive if  it  is  on  the  left  (that  is,  if  the  number  is  less  than  1).  If  the  first 
significant  figure  is  in  the  units  place  the  characteristic  is  0. 

Reverting  to  example  (9)  the  characteristics  of  the  seven  numbers  are 
respectively  3,  4„  7,  1,  0.  1  and  4,  because  the  first  significant  figure  is 
removed  in  the  first  four  numbers,  respectively  3,  4,  7  and  1  places  to  the 
left  of  the  units  place,  in  the  fifth  number  it  is  in  the  units  place  and  in  the 
last  two  numbers  it  is  removed  respectively  1  and  4  places  to  the  right  of 
the  units  places. 

The  completed  logarithms  of  the  numbers  are  respectively: 

EXAMPLE  10. 

3.53237 
4.53237 
7.53237 
1.53237 
0.53237 
1.53237 
4.53237 

While  characteristics  may  be  either  positive  or  negative,  the  mantissa 
is  always  positive. 

A  negative  characteristic  is  indicated  by  placing  the  minus  sign 
above  it. 

The  following  example  shows  the  construction  of  a  seven  decimal 
place  table.     Only  six  lines  are  given.     The  complete  table  has  8999  lines: 
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The  first  vertical  column  of  figures  in  conjunction  with  the  figures  at 
the  head  of  each  of  the  other  ten  vertical  columns  gives  series  of  five  sig- 
nificant figures  from  (0000)  to  99999.  The  body  of  the  table  gives  the 
mantissa  of  each  of  these.  For  example,  the  mantissa  of  the  series  of  sig- 
nificant figures  50017  is  .6991176 — of  99932  it  is  .0909218. 

Therefore,  on  its  face  the  table  appears  to  provide  for  the  logarithms 
only  of  such  numbers  as  lie  between  10000  and  99999,  but  on  the  general 
principle  before  stated  that  a  mantissa  represents  a  series  of  significant 
figures  irrespective  of  the  location  of  the  units  place,  it  is  apparent  that  the 
mantissa  of  every  number  from  1  to  9999  must  also  lie  in  the  table,  since 
these  numbers  will  each  have  a  series  of  significant  figures  identical  with 
that  of  some  other  number  between  10000  and  99999.  This  .0000000  is  the 
mantissa  of  1,  10,  100  and  1000,  as  well  as  of  10000,  and  .0989700  is  the 
mantissa  of  5.50,  500  and  5000,  as  well  as  of  50000.  But  on  the  same  prin- 
ciple we  need  not  limit  the  antilogarithms  to  integral  numbers  but  can  make 
the  general  statement  that  the  table  in  question  contains  the  mantissa  of 
every  possible  combintaion  of  five  or  less  significant  figures.  Thus  .0000131 
is  the  mantissa  of  .0000008,  .0008,  90.08,  etc.,  as  well  as  of  90080.  Inas- 
much as  tables  are  not  constructed  of  greater  scope  than  the  one  under  con- 
sideration it  would  appear  that  logarithms  are  limited  in  their  application  to 
numbers  having  a  series  of  five  or  less  significant  figures.  But  this  is  not  the 
fact.  In  every  table  of  logarithms  there  is  appended  for"  convenient  refer- 
ence a  table  of  differences. 

The  logarithm  of  50005  is  .6000134  (11)  and  logarithm  of  50004  is 
.<;(.)00047. 

But  these  same  logarithms  stand  as  well  for 

500040  and  500050  (12) 

5000400  and  5000500  (13) 

50004000  and  50005000  (14) 

ad  infinitum. 

Consequently  it  follows  that  the  logarithms  of  all  numbers  between 
500040  and  500050,  between  5000400  5000500.  between  50004000  and 
50005000,  et  cetera,  must  also  be  between  the  two  logarithms  already 
noted.  The  difference  between  the  two  logarithms  is  .0000087,  or,  as  given 
in  a  table  of  ten  decimal  places,  .0000086851.  Let  us  take  the  numbers 
500046,  500047.2,  50004248,  which  lie  respectively  between  the  limits 
noted  in  examples  (12)  (13)  and  (14).  In  the  first  case  this  difference 
represents  the  increase  in  the  mantissa  corresponding  to  an  increase  of  ten 
from  the  number  500040.  Therefore,  if  the  increase  be  only  six,  as  rep- 
resented by  the  number  500046.  the  increase  in  the  mantissa  would  be 
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.0000087x6  or  0000052,  and  the  mantissa  of  the  number  500046  would  be 
.6990047-=-.0000052  or  .6990099,  which  lies  between  the  two  logarithms 
given.  Similarly  the  mantissa  of  5000472  would  be  .6990047+ (.0000087 
X-72)  or  .6990109,  and  the  mantissa  of  50004248  would  be  .6990047+ 
(.0000087X-248)  =.6990069. 

If  a  smaller  table,  say  of  four  instead  of  five  numbers,  were  being 
used,  it  would  be  necessary  to  find  in  the  table  the  logarithm  of  the  first 
four  significant  figures  of  any  number  and  consider  the  remaining  ones,  if 
any,  as  a  decimal  to  be  multiplied  by  the  tabulated  difference  applying  to 
that  particular  logarithm. 

The  final  conclusion  as  to  the  scope  of  logarithmic  tables  (whether 
three,  four  or  five  place)  is  that  the  logarithm  may  be  found,  either  directly 
or  by  utilizing  the  tabulated  differences  of  any  number,  whether  integral  or 
decimal.  The  larger  the  table  the  less  frequent  recourse  is  had  to  the  table 
of  differences,  and  on  account  of  the  greater  extension  of  the  decimal  man- 
tissa the  greater  the  accuracy  obtained. 

The  use  of  the  table  of  differences  conversely  is  as  follows:  Given 
the  logarithm  5.6990069  to  find  its  antilogarithm.  The  next  smallest 
tabulated  mantissa  is  .6990047,  and  its  antilogarithm  is  50004.  The  differ- 
ence of  the  two  mantissa  is  (.0000022).  which  being  divided  by  the  tabu- 
lated difference  (.0000087)  of  the  logarithm  .699047.  gives  248.  The 
antilogarithm,  therefore,  of  .6990068  is  the  series  of  significant  figures 
50004253,  and  having  regard  for  the  characteristic  5  of  the  given  logar- 
ithm the  required  number  is  500042.5.°,. 

The  preceding  remarks  have  not  been  intended  as  a  complete  treatise 
on  logarithms,  but  rather  as  an  unconventional  explanation  of  their  more 
impotant  features  as  viewed  by  one  who  has  handled  them  to  some  extent 
and  presented  with  the  idea  of  stimulating  in  those  unfamiliar  with  their 
use  a  desire  to  study  them.  It  may  appear  that  cumbersome  methods  are 
employed  to  secure  simple  results,  but  the  examples  already  cited  are 
•merely  typical  of  general  principles,  and  in  no  sense  convev  a  practical 
illustration  of  the  great  economy  of  logarithmic  computation. 

Undoubtedly  the  most  valuable  employment  of  logarithms  is  in  me 
determination  of  the  present  value  of  future  money  and  the  future  value  of 
present  money.  As  compounded  interest  enters  into  all  such  calculations 
its  formula  should  first  be  established. 

COMPOUND  INTEREST    (SINGLE  PAYMENT). 

Let  P  denote  present  value. 

Let  r  denote  rate  of  interest  per  period. 

Let  n  denote  number  of  periods. 

Let  F  denote  future  value. 
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Application — Required  the  future  value  of  $500  at  3J^%  interest 
compounded  semi-annually  for  12  years. 

Here  P=500,  r=.0175  (semi-annual  rate),  n=24  (half-years). 
By  equation  (2)  we  have: 

Log.  F=log.  500  +  (log.   1,0175)X24, 

Or  log.    F=2,6989700+(.0075344X24)=2. 8797956. 

But  as  2,8797956  is  the  log.  of  758.22,  the  required  future  value  is 
$758.22. 

From  formula  (1)   we  obtain  value  of  P. 

F 

P  = (3) 

(l  +  r)» 
or  log.  P  =  log.  F— (1  +  r)n  (4) 

Application. — What  amount  (present  value),  compounded  quarterly 
at  10%  interest  for  81/,  years,  will  produce  $1000.  Here  F=1000, 
r=.025,  n=34. 

By  application  (4)  we  have: 

Log.  P=log.  1000— (log.  1.025) X34, 

Or    log.    P=3.0000000—(.0107239X34)=2. 6353874. 

But  as  2,6353874  is  the  log.  of  431.90,  the  latter  is  the  required  value. 

Compound  Interest  (Equal  Periodic  Payments.) 

Let  PP  denote  periodic  payment  at  beginning  of  each  period. 

Let  r  denote  rate  of  interest  per  period. 

Let  n  denote  number  of  periods. 

Let  F  denote  future  value  of  accumulated  payments. 

Then  F  =  PP  [(1  +  r)»  —1]     (5) 
r 

and  F  =  PP  [(1  +  r)n+1— (1+r]     (6) 

r 

The  first  formula  (5)  gives  the  future  value  of  the  accumulated  pay- 
ments at  the  beginning  of  the  last  period,  and  including  the  payment  for 
the  last  period. 

The  other  (6)  gives  the  value  at. the  end  of  last  period  which  is  sim- 
ply the  first  value  plus  one  period  of  interest.  Formula  (6)  is  therefore 
determined  by  multiplying  the  value  of  F  in  formula  (5)  by  1-f-r. 

Application — Required  the  accumulated  or  future  value  of  $50  paid 
every  six  months  for  5  years  and  compounded  at  4%  interest. 

In  both  formulas  we  have  the  same  conditions,  viz.,  PP=50,  r=.02, 
n=10. 

Substituting  these  values  we  get  logarithmic  expressions  of  formulas 
(5)  and  (6)  as  follows: 
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Log.  F  =  log.  50  +  log.  [(1.02)10—  1]— log.  .02 
and  log.  F  =  log.  50  +  log.  [(1.02)  »— 1.02]— log.  .02 

These  expressions  may  appear  complicated  to  one  unaccustomed  to 
handling  equations. 

The  first  would  be  solved  by  finding  the  log.  of  50. 

Then  find  the  log.  of  1.02,  and  multiply  it  by  10. 

This  will  give  a  new  logarithm. — Find  the  antilogarithm  of  this  and 
subtract  1  from  it.  Add  it  to  the  logarithm  of  50  already  ascertained. 
From  the  sum  subtract  the  log.  of  .02.  The  remainder  will  be  the  logar- 
ithm of  F,  the  required  answer. 

Process     =       log.  50  —  1.6989700 

Log.   1.02=  .0086002 

X  10  =  .0860020 

.08600200  =  log.  1.219 

Subtract  1. 


.219 


Add  log.  219  =  1.3404441 


1.0394141 


Less'  log.  02  =  2.3010300 


2.7383841 

As  2.7383841  is  log.  of  '547.50,  the  latter  is  the  required  answer. 
Handling  the  second  equation  on  similar  lines  would  give  $558.45 
($547.50+2%)  as  the  required  answer. 

As   formula    (3)    was   deduced   from   formula    (1)    we  can  likewise 

deduce  from  formulas   (5)   and   (6)    respectively  two  expressions  for  the 

value  of  PP  as  follows: 

PP=         Fr 

(l  +  r)»— 1     (7) 
andPP=  Fr 

(1  +  r)  »+i— (1  +  r)     (8) 
Application. — Required  the  periodic  payment  which  made  every  three 
months  for  10  years,  will  at  3%  compound  interest  produce  $1,000. 

This  can  be  worked  out  from  either  formula  by  the  substitution  of  the 
given  factors  which  would  be  expressed  logarithmically  as  follows: 
Log.  PP  =  log.  1000  +  log.  0075— log.[(1.007r>)">— 1] 
Log.  PP  =  log.  1000  +  log.  .0075— log.[(1.0075)41— 1.0075] 
The  respective  answers  are : 

By  formula  (?')  in  which  the  $1000  is  to  mature  at  the  beginning  of 
the  last  period,  $21.53. 

By  formula  (8)  in  which  the  $1000  is  to  mature  at  the  end  of  the  last 
period,  $21.37. 
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In  formulas  (5),  (6),  (7)  and  (8)  the  argument  is  the  accummu- 
lation  of  funds  by  equal  periodic  payments,  together  with  the  accruing 
interest.  This  accumulation  is  commonly  known  as  a  Sinking  Fund.  The 
reciprocal  process  is  the  gradual  diminution  of  an  amount  by  such  equal 
periodic  payments  as  will  exhaust  it,  together  with  the  diminishing  interest 
at  the  end  of  a  certain  period.  Such  payments  are  commonly  known  as 
annuities. 

Let  P  denote  the  present  value,  or  amount  to  be  diminished. 

Let  PP  denote  the  equal  periodic  payment  or  annuity. 

Let  r  denote  rate  of  interest  per  period. 

Let  n  denote  number  of  periods. 

Then  PP  =  PP  [(1  +  r)"  -1]    (9) 

r  (1  +  rj  n 

Application. — Required,  the  amount  necessary  to  put  out  at  5%  com- 
pound interest  to  provide  for  semi-annual  payments  for  $200  for  a  period 
of  ten  years  before  its  exhaustion. 

From  (9)  we  get  log.  P  =  log.  200  +  log.  [(1.025) 20—l] 
—  log.  .025  —  log.  (1.025)  *> 

Answer.  $3,117.80 

From  formula  (9)  the  following  formula  for  value  of  PP  is  secured: 

PP'=  Pr  (1  +  r)°    (10) 
(l  +  r)--l 

Application. — It  is  desired  to  exhaust  a  fund  of  $10,000  earning  6% 
interest  by  the  payment  of  an  annuity  quarterly  for  10  years.  Required  the 
amount  of  the  annuity. 

From  (10)  we  get: 

Log.  PP  =  log.  10000  4-  log.  .015  +  log. (1.015) "—log. 
[f  1.015)*°— 1] 

Answer,  $334.28 

While  annuities  and  sinking  funds  are  intimately  associated  with 
actuarial  branch  of  life  insurance,  and  the  flotation  of  bonds,  their  appli- 
cation is  by  no  means  limited  to  those  businesses.  In  almost  every  line 
there  comes  up  at  times  the  necessity  of  making  financial  provisions,  which 
involve  the  relation  between  present  and  future  values  as  determined  by 
interest  rates  and  periods  of  interest  accumulation.  As  a  general  propo- 
sition, such  calculations  are  naturally  governed  either  by  the  formulas  pre- 
viously noted  or  by  combinations  and  modifications  of  the  same,  as  may  be 
shown  by  the  following  examples : 

Machinery  is  purchased  for  $1000.     It  will  be  valueless  in  12  years. 
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Assuming  money  to  be  worth  5%,  what  amount  must  be  reserved  annually 
to  replace  the  machinery  at  cost  at  the  end  of  the  12  years? 
By  formula  ( 7 )  we  have  : 

$1000  X  -05 

(1.05)12— 1  =  $62.82 

A  man  owning  a  $1000  bond  due  in  10  years  and  bearing  5%  interest, 
payable  semi-annually,  wishes  to  present  it  to  his  son  in  the  shape  of  a 
yearly  annuity  during  the  life  of  the  bond.  What  would  be  the  amount 
of  the  annuity  with  interest  at  4r;  ? 

The  father,  at  the  end  of  the  10  years,  will  have  received  the  $1000 
redemption  value  plus  the  coupon  collections  compounded  semi-annually 
at  4%. 

By  formula  (6)  the  latter  is  equal  to — 

$2.50  X  [(1.02) 21— 1  (2] 

.02         ^or$    61.96 
Add  bond,  1000.00 

Total,    -    $1061.96 
This  amount  represents  a  future  value.     Its  present  value  at  4%  com- 
pound interest  annually  is  found  by  formula  (3)  to  be — 

1061.96 

(1.04) 10  or  $717.42 

This  present  value  is  the  amount  which  is  appreciable  for  distribution 

to  the  son,  and  by  formula  (10)  we  ascertain  the  amount  of  the  annuity 

to  be 

$717.42  X  -04  X  d-04)10 

(1.04)  ">— 1  or  $88.45 

This  problem  can  be  worked  out  after  ascertaining  the  future  value, 

$1061.96,  by  using  simply  formula  (7),  as  follows: 

pp  =  $1061.96  x  .04 

(1.04)10— 1    =$88.45 

But  the  first  method,  though  longer,  gives  a  clearer  analysis  of  the 
transaction. 

Inasmuch  as  it  has  just  been  shown  that  formula  (7)  could  be  used 
instead  of  both  formulas  (•">)  and  (10),  it  follows  that  the  former  is  a  com- 
bination of  the  other  two.  This  is  proven  if  we  substitute  for  P  in  formula 
(10)  the  value  of  P  in  formula  (3),  as  it  will  give  us  formula  (7). 

A  man  has  the  option  of  purchasing  a  house  for  $6,500  cash,  or  paying 
for  same  by  quarterly  installments  of  $200,  payable  in  advance  for  ten 
years.     With  money  at  \(f<  ,  which  is  the  more  advantageous  contract? 

From  formula   (6)   the  accumulated  installments  would  amount  to 
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200  +  [(1.01)"— 1.01] 

~M  or  $9,872.00 

By  formula  (1)  the  future  value  of  $G500  with  compound  interest 
quarterly  at  V/(    for  ten  years  is 

$6500  x  (1.01)10  or  $9,676.40 
The  cash  contract  is  the  more  advantageous. 

bond  values. 

As  bonds  carry  a  fixed  interest  to  their  maturity,  as  current  rates  of 
interest  Fluctuate  the  prices  of  bonds  fluctuate  correspondingly,  above  or 
below  par,  as  the  bond  interest  rate  is  above  or  below  the  current  rate. 

What  can  be  paid  for  a  $1000  5%  bond  due  in  15  years,  interest  pay- 
able semi-annually,  so  as  to  "net"  the  purchaser  the  current  rate  of  inter- 
est, say  4%  ? 

In  buying  the  bond  the  purchaser  buys  1st,  a  promise  to  pay  $1000  in 
15  years;  2nd,  an  annuity  of  $25.00,  payable  every  six  months  for  15  years. 

By  formula  (3)  we  find  that  the  present  value  of  the  $1000  at  4% 

compounded  semi-annually,  is 

$1.000 

(1.02)S0  or  $552.08 

By  formula  (9)  we  find  that  the  present  value  of  the  annuity  is 

$25  x  [(1.02;30— 1] 
~~ 3)2  x  (108)30    or  $559.91 

He  can,  therefore,  pay  $1111.99  or  111.199,  as  bonds  are  quoted. 

The  effect  of  the  operation  is  that  every  six  months  the  investor  must 
put  into  a  sinking  fund  the  difference  between  the  coupon  ($25.00)  and 
2%  of  investment  ($22.24)  in  order  to  redeem  at  maturity  the  premium  of 
$111.99  paid  for  bond. 

By  formula  (5)  $2.76  x  [(1.02)30— 1] 

.02  ~  =  $111.96 

By  combining  formulas  ( 3  )  and  ( 9 )  we  get  the  following  formula  for 
Bond  Values : 

Value  =  Face  of  Bond  +  Coupon  x  [(1  +  r)n—  1] 
(1  +  r)n  r  (l  +  r)n 

It  is  often  required  to  find  what  rate  of  income  a  bond  bought  at  a 
certain  price  will  "net''  the  investor,  that  is  to  find  the  value  of  r  in  the 
above  equation.  As  it  is  impossible  to  express  the  value  of  r  algebraically 
from  this  equation,  it  is  generally  found  by  approximation.  That  is,  two 
rates  for  r  are  assumed,  one  of  which  is  known  to  give  a  value  above  the 
price  paid  and  the  other  below.     The  ratios  which  these  two  values  bear 
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to  the  price  of  the  bond  are  then  applied  to  the  two  assumed  rates  in  order 
to  establish  the  required  rate,  which  will  lie  between  them. 

While  many  tables  have  been  devised  covering  compound  interest, 
annuities,  sinking  funds,  bond  values,  etc.,  there  may  often  arise  conditions 
which  are  not  covered  by  the  scope  of  these  tables,  and  in  such  exigencies 
the  knowledge  of  general  principles  is  more  to  be  desired  than  all  the 
tables  that  were  ever  invented.  H.  Greenman. 

408.  LOOSE  LEAF  LEDGERS.—  Ledgers  consisting  of  detach- 
able pages  bound  in  covers  made  with  a  locking  device  so  that,  when  the 
ledgers  are  unlocked,  the  sheets  or  pages  can  be  removed. 

The  advantages  of  this  form  of  ledger  are  described  as  follows: 

"Makes  the  book  continuous  for  all  time. 

Convenience  in  arranging  accounts. 
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Accelerates  finding  accounts,  the  same  as  indexed  letter  files  save  time 
in  finding  correspondence  quickly,  and  which  have  become  indispensible 
because  of  their  utility. 

Does  away  with  the  handling  of  closed  and  inactive  accounts  and  all 
unnecessary  leaves  not  in  constant  reference,  thereby  reducing  the  size  or 
bulk  of  the  ledger. 

The  account  number  given  to  any  customer  always  remains  the  same, 
thus  aiding  the  book-keeper  in  remembering  the  account  number. 

Allows  for  increase  of  accounts  to  an  unlimited  extent.  Also  distri- 
bution of  work  among  several  clerks,  if  necessary  to  expedite  work. 

Saves  time  in  posting  because  of  the  alphabetical  arrangement  of 
accounts.  Saves  time  in  taking  off  monthly  statements  and  trial  balances. 
Reduces  liability  to  make  errors  to  a  minimum." 

Under  the  bound  book  system  a  certain  amount  of  space  or  number  of 
pages  was  allotted  to  each  account.  If  that  space  was  never  filled  up, 
either  that  amount  of  good  paper  was  wasted  or  some  other  account  was 
crowded  into  it.  If  it  was  entirely  filled,  it  then  became  necessary  to  con- 
tinue the  account  on  another  page,  and  perhaps  still  another  later  on,  so 
that  time  was  lost  and  patience  exhausted  in  turning  backward  and  for- 
ward to  find  out  anything  about  it.  Under  the  loose  leaf  system  as  soon  as 
an  account  becomes  inactive,  dead,  or  is  closed  for  any  other  reason,  the 
leaf  it  occupies  is  taken  out  and  placed  in  a  Transfer  Ledger  which  is  kept 
in  the  same  convenient  and  methodical  manner  as  the  other  and  is  as  easily 
referred  to  at  will.  The  current  ledger  is  thus  kept  entirely  free  from  the 
encumbrance  of  all  dead  and  disused  matter.  Open  accounts  only  appear 
when  this  ledger  is  consulted,  and  the  advantage  of  this  feature  is  appar- 
ent when  it  comes  to  taking  off  a  trial-balance  or  referring  to  any  particular 
account.  The  latter  can  be  done  in  an  instant,  as  each  one  is  always  under 
its  proper  tab,  the  index  being  distributed  through  the  ledger  in  the  order 
most  convenient  to  each  individual  need.  The  separate  index  is  thus  dis- 
pensed with — another  saving  in  time  and  work.  The  back  of  the  ledger 
is  so  arranged  as  to  be  expanded  or  contracted,  and  thus  hold  any  number 
of  leaves  firmly  together  between  the  covers  in  the  form  of  a  solid  book. 

In  an  old  style  bound  ledger,  only  one  person  can  work  on  the  monthly 
statements  to  customers.  By  using  a  loose  leaf  ledger,  the  accounts  can  be 
distributed  among  a  number  of  persons  and  the  monthly  statements  to  cus- 
tomers can  therefore  be  promptly  made  out  and  mailed  on  the  first  day  of 
each  month  if  desired. 

The  closed  or  balanced  accounts  should  not  be  removed  each  day;  but 
at  the  end  of  the  month  prior  to  taking  trial-balance. 
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LEGALITY  OF  LOOSE  LEAF   LEDGERS. 

There  is  no  question  about  the  legality  of  the  loose  leaf  ledger.  In  the 
first  place,  it  is  not  a  book  of  original  entry.  L  neither  proves  a  sale  on  the 
one  hand  nor  a  payment  on  the  other.  It  is  only  a  summarized  copy  of 
entries  in  the  books  of  original  entry  and  a  sworn  statement  of  account  is 
of  as  much  value  in  a  court  of  law  as  the  ledger  from  which  the  statement 
is  made. 

409.  LOOSE  LEAF  CASH  BOOK.— So  far,  the  application  of  the 
loose  leaf  idea  to  the  Cash  Book  has  not  met  with  much  encouragement  for 
the  reason  that  there  is  a  great  deal  of  prejudice  against  the  idea  of  having 
any  record  of  cash  which  would  not  be  absolutely  permanent. 

At  the  same  time,  there  are  advantages  to  be  obtained  by  the  employ- 
ment of  loose  leaf  cash  books  in  large  businesses  where  it  is  necessary  to 
divide  the  work  of  paying  and  receiving.  Sufficient  cash  debit  leaves  in  a 
temporary  file  are  given  each  day  to  the  receiving  cashier  and  likewise  cash 
credit  leaves  to  the  paying  cashier.  These  leaves  should  be  of  a  uniform 
size,  but  may  be  of  different  colors  and  both  sides  ruled  alike.  At  the  end 
of  the  day,  these  are  turned  in  to  the  book-keeper  who  places  them  in  the 
current  month's  binder  ready  for  posting.  If  several  book-keepers  are  em- 
ployed working  on  different  ledgers  (ie..  ledgers  A  to  E,  F  to  K.  L  to  R, 
S  to  Z ) ,  separate  cash  sheets  may  be  used  for  each  ledger,  each  book-keeper 
having  a  separate  binder,  or  the  postings  may  be  made  from  separate  tem- 
porary files  and  the  leaves  finally  all  placed  in  the  one  binder.  In  this  way 
and  by  the  many  variations  from  the  plan  outlined,  that  the  loose  leaf 
system  makes  possible,  there  is  absolutely  perfect  division  of  labor  without 
loss  of  time  or  interference  in  any  way,  one  with  another,  while  the  full 
cash  record  may  be  at  all  times  in  the  office  with  the  ledgers  convenient  for 
back  references.  Further,  if  the  head  of  the  firm  or  the  credit  man  desires 
to  look  over  the  cash  receipts  or  disbursements  for  the  day,  this  may  be 
done  and  no  one  else  obliged  to  suspend  work  in  the  meantime. 

410.  MAIL  ORDER  RECEIPTS.— All  mail  received  should  be 
opened  by  one  special  clerk,  and  stamped  with  the  date  and  also  the  hour 
when  received.  Letters  containing  money  should  be  sent  direct  to  the 
cashier,  who  enters  them  in  a  special  ticket  form  of  cash  book.  The  pages 
should  be  large  enough  to  contain  ten  tickets,  perforated  down  the  center, 
and  next  the  binding  and  also  crosswise  so  that  the  tickets  can  be  taken  out 
and  arranged  alphabetically  for  entry  into  the  loose  leaf  ledger,  or  else  on  a 
card  svstem.  The  book  should  be  made  with  the  tickets  uppermost,  and  a 
plain  sheet  underneath,  printed  and  ruled  like  the  tickets  above,  and  all 
tickets  and  duplicates  numbered  the  same  by  a  hand  numbering  machine, 
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and  by  using  a  carbon  sheet  duplicate  copy  is  left  in  the  book.  The  tickets 
are  taken  out  and  given  to  the  ledger  clerk  and  entered  to  its  proper 
account,  then  all  the  tickets  are  arranged  and  passed  over  to  the  treasurer 
or  other  confidential  clerk  who  checks  over  the  tickets  with  the  ledger  leaf 
or  card  to  see  that  all  are  posted  to  their  proper  accounts. 

The  cashier  next  draws  off  a  list  showing  the  ticket  number  and  the 
amount,  the  balance  on  hand  in  the  morning,  plus  the  total  footing  of  the 
should  be  turned  over  to  the  treasurer.  By  this  method  a  very  strict  watch 
is  kept  on  the  cashier,  and  if  the  mail  clerk  is  made  to  number  all  remit- 
tances going  to  the  cashier,  with  a  numbering  stamp,  and  reports  the  same 
to  the  treasurer,  it  would  be  almost  impossible  for  any  defalcation  to  occur 
without  collusion. 

411.     METRIC  SYSTEM  CHART. 

METRICAL  UNITS  AND  ENGLISH  EQUIVALENTS. 

1  meter  =  39.37  inches. 

1  square    meter  =  1.196  sq.  yards 

1  hectare  =  2.471  acres 

1  cubic  meter  =  1.308   cubic  yards 

1  liter  =  1.76  Eng.  pints  or  2.113  U.  S.  pints 

1  gram  =  15.432   grains 

1  kilogram  —  2.205  lbs.  avoirdupois 

MEASURES  OF  LENGTH. 

10  Millimeters  =  1  Centimeter 

10  Centimeters  =  1  Decimeter 

10  Decimeters  =  1  METER 

10  Meters  =  1  Decameter 

10  Decameters  =  1  Hectometer 

10  Hectometers  =  1  Kilometer 

10  Kilometers  =  1  Myriameter 

MEASURES  OF  AREA. 
The  unit  of  Measures  of  Area  is  the  Square  Meter.     For  Land  Measuring  the 
unit  is  the  Are   (pronounced  Air)   which   is  equal   to   100  Square   Meters,  and  which 
is  multiplied  and  divided  as  in  Square  Measure. 

100  Square  Millimeters  =  1  Square  Centimeter 

100  Square   Centimeters  =  1   Square  Decimeter 

100  Square  Decimeters  =  1   Square   METER 

100  Square  Meters  =  1    Square  Decameter  or  1  Are 

100  Square  Decameters  =  1  Sq.  Hectometer  or  1  Hectare 

100  Square  Hectometers  =   1  Square  Kilometer 

MEASURES  OF  WEIGHT. 
A  Cubic  Centimeter  of  Distilled  Water  at  its  greatest  density  (a  temperature  of 
39.2  Fah.)  is  taken  as  the  unit  of  weight,  and  is  called  a  Gram. 
10   Milligrams  =      1   Centigram  10  Hectograms  =      1   Kilogram 

10  Centigrams  =     1   Decigram  10   Kilograms  =      1  Myriagram 

10  Decigrams  =      1   GRAM  10   Myriagrams  =      1  Quintal 

10  Grams  =     1   Decagram  10  Quintals  =      1  Metric  ton 

10  Decagrams  =     1  Hectogram 
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1,000  Grams  or 


■GRAM 


MEASURES  OF  VOLUME. 
A  Cubic  Decimeter  is  the  unit  of  the  Measure  of  Volume,  or  Cubic  Measure. 


1,000   Cubic   Millimeters 
1,000   Cubic   Centimeters 
1,000  Cubic  Decimeters 
1,000  Cubic  Meters 
1,000  Cubic  Decameters 


=  1   Cubic   Centimeter 
=  1  CUBIC  DECIMETER 
=  1   Cubic   Meter  or  Stere 
=  1   Cubic   Decameter 
=i  1  Cubic  Hectometer 
etc.,   etc. 


equal  to 


/'measures  of  capacity 


1  Cubic  Centimeter  of  water  weighs  1  Gram. 

The  unit  of  the  Measure  of  Capacity,  both  for  dry  measure  and  liquid  measure, 
is  called  a  Liter,  and  is  equivalent  in  contents  to  a  Cubic  Decimeter. 


10  Milliliters 

10  Centiliters 

10  Deciliters 

10  Liters 


1    Centiliter 
1   Deciliter 
1    LITER 
1   Decaliter 


10  Decaliters 
10  Hectoliters 

10   Kiloliters 


=      1  Hectoliter 
=      1  Kiloliter 
=      1   Mvrialiter 


412.  ORDER  FORMS.— Blowing  Machinery  Manufacturing 
Business. — The  forms  illustrated  are  used  in  connection  with  the  manufac- 
ture of  blowing  machinery  for  smelters,  foundry  cupolas,  forge  shops,  etc. 
The  machines  produced  are  large  with  few  parts.  Almost  no  stock  of 
finished  blowers  is  carried  as  the  requirements  of  the  trade  necessitate  the 
building  to  special  order  of  practically  all  their  product. 

Form  A.  the  office  order,  is  made  up  from  customers'  order  and  is 
properly  annoted  and  filed  alphabetically,  the  name  of  the  purchaser  gov- 
erning.    This  gives  them  an  indexing  both  by  name  and  number. 
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Date  FofPNiil  Order 


Cl<i>> 


iSq  .  Tf)eirOrderNo. 


■yl?« 

biuhdr£e 


b<>'th-    , 

To  be  dri  y«i)  b 


fSuilt  l'n  <U(broVmcf  wiTT)  browing  No. 


Our  Order  No.    IQo5 


Pur, 


Pri  cf  nod  Tf  yt^s 


Pyi-chnie  f 


o  be  itj'.ppeJ  To 


Rci-TC 


Gears 


S  *)  nfti n  f  -  l'n  Stoc  k 


Ordered 


PulUv>-  i'b  iTciK 


Ordered' 


Order'Cardi    distributed 


To  be  Shirked 


(blue  Prints  maflet) 


Sold   b 


Re marKi 


bj>i'b|»« 


Form  B  are  the  "production  orders"  for  the  shop,  one  each  going  to 
the  drafting  room,  foundry,  and  shop.  Light  manilla  board  and  rubber 
stamps  are  used  in  place  of  the  usual  carbon  method  as  the  light  carbon 
sheets  will  not  stand  the  rough  handling  to  which  these  cards  are  sub- 
jected. 


bate. 
C[as$_ 


Order  No. 

Size 


/oo^ 


b/'sc/jarge. 

Driveo 


To  he  hvilf  iy  accordance  yf/ff  Arvr/'nq  /Yo. 
bun 


jljijo  megf- 


Form  C  goes  to  the  shop  with  form  B.  This  form  is  for  the  fore- 
man immediately  in  charge  of  the  machine  work,  and  on  it  he  checks 
off  the  completion  of  each  of  the  parts  as  finished :  this  gives  a  close  check 
on  the  condition  of  any  order  called  for,  and  is  the  only  "tracer  system" 
that  they  have  thus  far  found  necessary. 

Form  E  is  furnished  the  machine  foreman  in  case  of  shortage  of 
parts  by  breakage  or  otherwise.     It  is  self  explanatory. 

Form  G  is  the  Office  Order  for  repair  parts,  supplies,  etc. 

Form  H  is  a  foreman's  requisition.     It  goes  first  to  the  Secretary's 
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FOREMAN'S  CHECK  SHEET 

Class                                 Size                                 C   F.   Order  No. 

Name  of  Part  and  Operation 

Xo.  Pes. 

Name  of  Part  and  Operation 

Xo.  Pes. 

Head    Plates — -Planing 

Impellers,   R.   T.   Shaft 

Assemb    jour    pts 

K.    S       " 

Boring 

Hyd    Press 

Drilling 

Boring     Imp. 

K.    S. 

Jour    pts    botm    qr    planing 

Turning    Finish 

Sd 

Planing 

Top         "         " 

Balancing 

"     Drilling 

Drilling 

Botm    wedges,    planing 

Gears 

"        drilling 

Boring    and    Turning 

Side    wedges,    planing 

Cutting 

"              "        drilling 

Key    Seating 

Side    liners,    planing 

Steel   Bushing 

Oil     Rings,    milling 

Boring   and    Turning 

Drilling 

Milling 

Turning 

Drilling 

Half   Bx,   botm   half   planing 

Pipe    Plate,    planing 

"            "      Drilling 

Drilling 

Top         "      Planing 

Pipe    Rings,    drilling 

Top        "      Drilling 

Relief   Valves,    turning    stm 

Jour   Bx  cover,  planing 

Turning    weights 

drilling 

Drilling 

Gear   House,   upper  planing 

Bed   Plate,    planing 

"        drilling 

drilling 

Gear    House,    lower   planing 

Engine    Base,    planing 

"        drilling 

Drilling 

Cylinders,    planing 

Coupling,    boring    and    turning 

boring 

Drilling 

drilling 

Key    Seating 
Planing 

bate 

Order- 
No. 

MtfcfyiQe 

Pyrchjciser 

Sr)i|3f3ed  To 

birecTioqi 

5j}i'pf3ed 

5"ize 

ClflSi 

1005 

loot, 

IOO"| 

100$ 

looq 
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CASTINGS  SHORTAGE             foundry 

190 

Forf.man,  Foundry 

Please  supply  at  once  on  Order  No. Style 

Size                       Cu.  Ft.,  the  following  castings  : 

No. 
Pes. 

NAME 

No.| 
Pes. 

NAME 

[No. 
Pes. 

NAME 

Head-Plates 

O.    B.    Bearing   Half   box-Top 
Half 

Cylinders 

O.   B.   Bearing  Half   Box-Bot- 

Impellers 

tom   Half 

Pipe    Plates-Top 

O.     B.     Bearing      Half      Box- 
Cover. 

"          "       Bottom 

Glands 

Lift  Valves 

Sleeves 

Gears 

Gas       Valves       fuse       blank 

Gear    Houses,    Upper    Half 

spaces) 

Lower       " 

By    Pass    (use   blank   spaces) 

Quarter    Box-Bottom     Qrs. 

Pressure      Reg.      (use      blank 
spaces) 

"    Side 

Pipe     Connections-Elbows 

"    Top 

Tees 

"    Bottom     wedges 

"           Filling   pes. 

"    Side 

Air   Chambers 

"    Oil     Rings 

Outlets-Square   to    Round 

Half  boxes-Top   Half 

Rectangular    Outlets-Sides 

"     Bottom    Half 

"        Ends 

"    Cover 

Inlets-Sides 

Bed   Plates 

'     Ends 

Engine    Bases 

Elbows-Angle 

Couplings-Blower    Half 

Pes. 

"          Engine       " 

Rectangular    Arc    Pec-Long 

0.   B.   Bearing  Stand 

"      Short 

"         Frames 

Blast    Valves-Top 

Qr.     bx.-bot- 

"      Bottom 

tom    Qr 

"      Slide 

0.    B.    Bearings-Side    Qr 

"      Hand     Wheel 

Top      " 

Pipe    Rings 

Bottom 

Wedges 

0.    B.    Bearings-Side   Wedges 

Oil    Rings 

Foreman,  Shops 

desk  for  O.  K.,  and  then  to  the  proper  clerk  who  makes  the  formal  pur- 
chase order  on  Form  J;  this  latter  is  in  triplicate,  the  first  form  being  in 
copying  ink,  and  an  impression  taken  as  a  matter  of  precaution  in  case  the 
carbons  are  disputed.  The  duplicate  goes  to  the  book-keeper's  desk  for 
comparison  with  invoices  when  received;  the  third  copy  going  to  the  re- 
ceiving room  for  check.  On  completion  of  the  order  it  is  returned  to  the 
book-keeper,  comparisons  are  made,  and  if  papers  agree  the  invoices  are 
passed  for  payment. 
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Order  Cord-  Refxiiri.Pn  rTs, .!>_  ^blies.eTc  . 
bc\]e  Fornvci!  Order  T^c-No        ■  Our  No.     5oo3 


Descnbtwe 


Qri  A Tf) <r>  1  Order  No. 


Ori6i'r)dl  LVnwiQft  (No. 


Price  <ii)d  Tern\5 


Purchfl! 


To  be  shj  pbe  J  To 


RouTe 


To   be  shi'fjf>eJ  To 


bhibmepf    rrioJe 


^old    bv 


FORM  G. 

f^equisiriow        For       Supplies 


Mncl)ii)e  Roorr\_ 
E  recti  ^  Rootrv_ 
P^ltterr)  Roon\_ 
Drafting  Roopv 
Fouij  ^V 


PLEASE.'    ORDER  THE.  FOLLOWING    FOR: 
SToc  rC 


Order  fSo._ 
Rebaifi  of). 


Must  be  here  wit^ig- 


_J.1v 


JCjO_ 


No.oi-Qunlit^ 


.bescripfiof). 


As  Revised. 


Abbroved.. 


_  For  envoi) 


PURCHASE  ORDER                          ORIGINAL 

THE  CONNERSVILLE  BLOWER  CO. 

CONNERSVILLE,  IND. 

Purchase  No. 

For  Shop  No. 

Show  PURCHASE  NUMBER 
on  vour  Invoice  WITHOUT 
FAIL. 

Please  enter  our  order  for  the  following  ma- 
terial and  ship  as  directed  below,  Noting  Care- 
fully all  Instructions.      We  will  not  allow 
charges  for  boxing  or  cartage. 

NUMBER   AND   DESCRIPTION 

PRICE 

PUT  our  PURCHASE   No.  on 
Packages  or  Shipping  Tags. 

Terms 

THE   CONNERSVILLE   BLOW] 

_R   CO. 
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413.  PARTNERSHIP  INTEREST.— It  frequently  happens  that 
co-partnership  deeds  provide  that  interest  shall  be  allowed  on  the  excess 
and  charged  on  the  deficiency  of  the  capital  of  each  partner  beyond  or 
under  a  certain  fixed  sum.  In  a  case  of  this  kind,  the  simplest  way  is  to  cal- 
culate interest  on  each  partner's  account  as  it  stands,  including"  his  draw- 
ings, and  when  the  total  interest  for  the  period  has  thus  been  ascertained, 
deduct  from  it  the  interest  on  each  stipulated  sum  for  that  period. 

414.  PAYMENT  OF  EMPLOYES.— Every  person  when  entering 
the  employ  of  the  concern  is  obliged  to  give  his  or  her  pedigree  to  the  door- 
keeper, which  is  duly  recorded  on  an  employment  blank,  and  at  the  same 
time  the  person  is  given  a  brass  check  with  the  number  corresponding  to 
number  on  the  employment  book.  (This  number  and  check  is  retained  by 
the  employe  until  he  leaves,  is  discharged  or  transferred  to  another  depart- 
ment.-) The  employe  is  also  given  a  small  slip  printed  thereon,  "This 
check  will  be  considered  a  receipt  for  your  envelope  on  pay  day  and  under 
no  circumstances  will  envelope  be  delivered  without  it.  In  case  this  check 
is  lost,  a  new  one  will  cost  fifteen  cents." 

The  blank  after  having  been  O.  K.'d  by  the  superintendent  or  other 
proper  person  is  immediately  sent  to  the  office  and  the  employe's  name  is 
then  recorded  on  the  pa}-  roll  book  and  blank  filed. 

Have  the  pay  roll  book  so  arranged  as  to  keep  departments  separate, 
for  when  making  same  up  this  will  enable  you  to  keep  department  envelopes 
entirely  separate  and  greatly  facilitate  paying  off.  Start  at  one  end  of  the 
room  and  go  from  person  to  person  without  their  leaving  their  machines  or 
any  other  particular  work,  and  it  will  be  found  that  when  the  paymaster 
makes  his  appearance  every  one  will  have  his  check  ready  for  his  envelope. 

Before  starting  to  pay  count  the  envelopes  and  when  through  the  pay- 
master must  return  a  check  for  each  envelope  given  out,  otherwise  he  must 
return  the  envelopes. 

After  the  checks  are  returned  to  office  they  are  given  to  the  door- 
keeper, who  will  arrange  same  numerically  before  the  morning,  and  as  each 
employe  enters  he  is  given  his  check. 

415.  PERCENTAGES.— HOW  TO  FIGURE.— The  practice  of 
figuring  percentages  of  indirect  expense  on  gross  sales  is  very  often  quite 
misleading.  The  particular  point  is  that  the  profit  on  some  kinds  of  goods 
in  some  departments  of  a  business  is  much  greater  than  the  profit  on  other 
lines  in  other  departments.  If,  therefore,  the  general  expense  is  based  on 
gross  sales  the  department  making  a  large  profit  has  to  bear  a  much  larger 
relative  proportion  of  indirect  expense  than  the  department  making  a  less 
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profit,  while  at  the  same  time  the  latter  department  may  actually  require  more 
supervision  and  attention  from  the  general  offices  than  the  former. 

Percentages  should,  in  our  opinion,  be  based  on  turnover.  We  have 
illustrated  turnover  on  several  previous  occasions.  It  is  obtained  by  adding 
inventory  at  commencement  of  period  to  purchases  and  productive  labor, 
and  deducting  inventory  at  close  of  period.  The  result  represents  the  cost 
of  the  goods  sold. 

Percentages  based  on  amount  of  sales  must  necessarily  be  variable, 
depending  on  the  ratio  of  profit  added  to  make  selling  price.  Percentages 
on  cost  will  not  fluctuate  with  the  fluctuations  of  profit,  and  will  therefore 
be  much  more  reliable  and  absolutely  fair  under  all  conditions  to  all  depart- 
ments. 

One  of  the  advantages  of  basing  percentages  on  turnover  is  that  by 
this  method  any  general  reduction  of  profit  as  compared  with  the  quantity 
of  goods  sold  is  immediately  detected  and  an  opportunity  afforded  to  intel- 
ligently trace  the  cause  of  difference. 

416.  PIECE  WORK. — A  question  which  all  manufacturers  of 
clothing  are  often  more  or  less  troubled  with  is  how  to  keep  track  of  cuts 
in  work  by  the  tailors,  or  operators,  or  finishers.  In  a  small  concern  where 
fifty  workmen  are  employed,  this  can  be  easily  kept  by  making  an  entry  in 
each  operator's  book  of  what  garments  he  has  made,  and  at  the  same  time 
the  book-keeper  makes  an  entry  into  his  own  book  used  for  the  purpose.  It 
must  be  understood  that  all  these  hands  are  piece  workers.  The  question 
arises  where  a  firm  has  five  hundred  or  more  hands,  all  being  piece  workers. 
This  can  be  then  managed  by  a  ticket  system.  The  book-keeper,  or  the 
man  in  charge  of  distributing  the  garments  to  the  operators,  puts  a  ticket 
into  each  bundle,  marking  on  same  the  quantity  of  garments  contained  in 
that  bundle. 


Order  ^oo 
Style  1001 
To  i  lor 


„5.0_Q£J 


J±0_ 


Operator 

Exnte      icrfoa 


130 


Tailor. 
Style. 

Si6oed 


.5&0.QL 


SOOO 


001  Arn±4- 
Date  ioJ3 


O  pe  rotor 

Style     1001      ArKtr-M- 


5i£o< 


bole  iob 


Countersigned j  Countersigned 

M  o  oufd  ctu  re  r'VCo.i       M  a  ouf  c\  ctu  rer°V  C  o. 


The  tailors,  when  they  have  finished  the  garments,  present  same  to  the 
examiner,  who  O.  K.'s  the  garments  if  correctly  made  and  signs  the  tickets 
which  are  then  good  for  the  price  of  labor  for  that  particular  style  which 
each  ticket  calls  for.     This  ticket  is  not  valid,  unless  it  bears  the  signature 
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of  both  foreman  and  examiner.  Each  garment  has  the  trade  mark  of  the 
firm  sewed  on  it,  also  having  the  order  number  written  on  said  trade  mark- 
ticket.  The  garments  after  being  passed  by  the  examiner,  are  transferred 
to  the  shipping  department  where  the  shipping  clerks  assort  all  garments 
according  to  like  order  numbers.  The  office  men  have  by  this  time  trans- 
ferred the  order  to  a  shipping  slip  which  is  in  the  possession  of  the  shipping 
clerk. 

The  shipping  clerk  having  this  shipping  slip  is  posted  as  to  what  gar- 
ments are  in  work  and  for  whom,  and  by  the  date  of  the  order  on  said  slip 
knows  when  the  garments  are  due  in  his  department.  We  assume  that  the 
garments  being  assorted,  that  order  number  800  is  amongst  the  lot.  The 
shipping  clerk  then  checks  off  the  garments  that  he  has  ready  to  ship  for 
order  number  800  and  hands  the  shipping  slip  into  the  office  where  the  bill 
is  made.  (See  illustration  how  garments  are  checked  off  from  the  ship- 
ping slip.)  Before  the  shipping  clerk  hands  the  package  containing  goods 
for  order  number  800,  or  the  John  Brown  Company,  to  the  Express  Co., 
he  must  enter  into  a  book  used  for  that  purpose,  the  date,  the  order  number, 
the  quantity  shipped  to  said  order  number  and  how  shipped. 


Order*oOO                                                             Orf:i-|C]03 
Jo\)t)   Jbrown  Co. 
,                           Chicago,    l!L 
Terras     fojio                               c     Shaped    U.S. Ex. 
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a    Manufacturing    Business    where 


417.  PLANT  RECORDS.— In 
considerable  machinery  is  employed,  a  proper  record  of  same  and  the  cost 
of  repairs  and  maintenance  is  of  great  importance.  Such  a  record  should 
show  the  location  of  the  machines,  the  original  cost  and  the  cost  of  main- 
tenance. 
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The  records  here  illustrated  have  been  found  very  efficient  and  satis- 
factory in  every  way.  Upon  being  received  at  the  factory,  the  millwright 
inspects    it    and    attaches    a    number    to    same  {a  small  brass  check  nickel 

Date  Rec'd.  Jan.  1,  1902 


Machine  No.  227 


PLANT. 

NAME   OF   MACHINE. 

Press. 


Description 

Automatic  Power. 

Original  Cast 

$450.00 

Marked                                                         Bought  from 

Farrell  Foundry  Mch.  Co.                            Hadden  Mch.  Co. 

Extras 

Location                                                        Dept.                                    Date  put  in  place 
1st  Floor  Center                     No.  5  Press.                   Jan.  6,  1902 

Freight 

3.60 

Transferred 

Setting  up 

10.06 

Total 

$163.66 

Attachments 

Depreciation,  Jan.  1,  1903 

■>\ 

Remarks 

Neatly  new.     Considered  bargain. 

plated)  in  a  prominent  place  on  the  front  of  the  machine.     A  different  set 
of  numbers  is  used  for  each  class  of  machines,  viz.  :  1  to  150,  Milling  Ma- 


DEPARTMENT    No.    4 


SPECIAL    MACHINING 


Date 

Machinery 

Building  and 
Fixtures 

Tools 

Electrical  Equip- 
ment 

Department 
Total 

Inventory  1902.. 

"lulv 

September. . . 

October 

November. .. 
December  .  .. 

chines;  151  to  ;^50,  Power  Tresses;  251  to  350,  Screw  Machines;  and  soon. 
It  will  be  noted  on  the  card  enclosed  (Form  No.  1)  Machine  100,  being  a 
Milling  Machine,  and  the  different  data  contained  thereon  being  self- 
explanatory.  The  item  of  "setting  up"  is  taken  from  the  millwright's 
time-sheet,  he  charging  his  time  to  Order  No.  Machine  106.  The  cards  are 
kept  together  numerically  in  departments  and  when  the  machine  is  trans- 
ferred to  another  department  the  millwright  notifies  the  office,  giving  num- 
ber of  machine,   department   and  date  of  transfer ;   the  data  can  then  be 
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entered  on  the  card  very  easily  and  the  card  simply  picked  out  and  trans- 
ferred to  where  it  belongs. 

Each  month  a  report  is  made  from  the  card  of  the  number  and  style 
of  machines  in  each  department  and  is  then  sent  to  be  verified  by  the 
foreman  of  each  department;  this  is  a  check  on  the  millwright  forgetting 
to  report  any  transfers.  Any  fixture  made  for  a  machine  is  covered  by  an 
order  issued  from  the  office  for  the  required  fixture,  and  when  completed 


Machine  No.  106 


PLANT. 

NAME  OF  MACHINE. 

Miller. 


Date  Rec'd.  July  3,  1901 


Description 

No.  13   Universal. 

Original  Cost 

$450.00 

Marked                                                          Bought  from 

Cincinnati  Milling  Mch.  Co.         Prentiss  Tool  &*  Supply  Co. 

Extras 

180.00 

Location                                                         Dept.                                    Date  put  in  place 
3rd  Floor  North.                No.  7  Milling.                July  6,  1902 

Freight 

Transferred 

Setting  up 

6.71 

Total 

$636.71 

Attachments 

Special  Jaws  and  Slotting  Fixture  $180.00. 

Remarks 

For  Slotting  Discs. 

the  amount  is  entered  on  Plant  Card.  Each  month  the  amounts  are 
checked  up  and  transferred  to  card  (Form  No.  3)  showing  total  amount 
represented  for  machinery,  etc.  Depreciation  can  be  taken  off  each  year 
and  full  data  given  covering  same  as  under  "Remarks."  This  card  also 
shows  Buildings  and  Fixtures.  Tools  and  Electrical  Equipment  transferred 
from  records,  and  must  be  kept  up  to  date  for  insurance  purposes. 

418.  POSTAGE  STAMP  RECORD.— In  businesses  where  the 
mail  is  very  heavy,  the  item  of  stamps  is  important  and  should  be  carefully 
looked  after.  The  best  plan  is  to  provide  envelopes  in  each  of  which  will 
be  enclosed  one  dollar's  worth  of  stamps  of  whatever  denominations  are 
required.     This  makes  it  very  easy  to  count  up  the  postage  stamps  on  hand. 

A  requisition  should  be  made  by  each  department  for  the  stamps  con- 
sidered necessary  for  the  day's  mail,  and  a  form  of  requisition  is  appended 
which  would  undoubtedly  be  found  satisfactory  in  most  cases.     A  return 
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Date 


419 


POSTAGE 


IC. 

2C. 

3C. 

4C. 

5C. 

IOC. 

Special  Letters 

Paid  on  Mail 

AMOUNT 

• 

No.   Refd 

No    Rec'd 

IC. 

IC. 

2C. 

2C. 

SC 

Mflil  rifrt 

5C- 

By- 


Counted  on  Mail  and  Approved 


should  be  made  each  day  of  the  postage  stamps  used  in  each  department 
and  this  return  should  be  checked  by  a  count  of  the  stamps  affixed  to  the 
mail  going  out  from  that  department. 

419.  PREMIUMS— VALUATION  OF.— When  securities  are  pur- 
chased at  a  premium  they  may  be  valued  at  cost ;  at  market  price ;  at  par ; 
at  an  adjusted  cost  with  the  premium  written  off  periodically  in  equal  in- 
stallments; or  at  an  adjusted  cost  or  book  value  as  ascertained  by  cost 
tables. 

Objection  to  carrying  them  at  cost  is  that  as  they  mature  they  grow 
less  valuable. 

If  taken  at  market  value,  which  may  be  above  or  below  the  cost,  we 
will  be  taking  in  an  assumed  gain  or  loss. 

If  taken  at  par  the  premium  would  have  to  be  charged  off  at  once  at 
the  beginning.  This  would  not  be  equitable.  The  premium  should  be 
spread  over  the  entire  period  the  security  has  to  run. 

If  the  premium  is  written  off  in  equal  installments  the  rate  at  the  end 
will  not  be  uniform,  so  a  better  method  will  be  to  wipe  out  the  premium 
at  such  a  rate  that  the  amount  actually  invested  will  produce  each  interest 
period  the  required  net  income,  and  at  the  end  of  the  term  the  investment 
stands  on  the  books  at  par.  The  principal  will  decrease  year  by  year,  but 
the  net  income  remains  the  same.  Illustration:  A  $100,000 — 4^%,  10 
year  bond  bought  in  1897  at  108,370.44.  The  cost  tables  will  give  its 
value  now,  1!>02,  as  1 04,. ">  50.01.  The  net  income  will  be  3J^%,  and  on 
104,550.61  for  a  half  year  we  would  be  entitled  to  1829.63  interest  at 
sy2  f/c,  but  the  coupon  will  be  $2250.00,  so  the  difference.    150.36  will  be 
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the  amount  which  is  to  come  off  the  premium,  so  the  bond  will  be  taken  in 
our  balance  sheet  at  $104,130.25.  This  process  repeated  each  half  year  will 
bring  the  bond  in  100?  to  a  book  value  of  $100,000,  or  par  value. 

A  trustee  who  purchases  a  bond  at  a  premium  should  not  pay  out  all 
the  interest  received,  but  should  reserve  out  of  it  sufficient  sums  to  wipe 
out  the  premium  and  give  a  uniform  rate  of  income  to  the  beneficiary. 
This  is  important  in  case  there  is  a  reversion. 

420.  PRESCRIPTION  RECORD.— The  number  of  prescrip- 
tion, if  an  original,  is  put  in  the  first  column,  and  if  a  "refill,"  in  the  second; 
the  name  of  the  physician  in  the  third ;  the  kind  of  medicament,  whether 
powder  ("Po"),  capsule  ("C"),  ointment  ("O"),  2 -ounce  liquid  ("2"), 
4-ounce  liquid  ("4"),  etc.,  in  the  fourth;  the  initial  of  the  compounder  in 
the  fifth,  marked  "Check;"  the  price  in  the  sixth;  the  name  of  the  patient 
or  customer  in  the  seventh ;  and  in  the  last  column,  headed  "Remarks," 
space  is  left  for  any  special  record  that  might  possibly  be  desired  in  some 
particular  instance,  as,  for  example,  whether  the  prescription  was  charged 
or  not. 

The  numbers  in  the  third  column  need  explanation.  They  serve  two 
purposes :  ( 1 )  They  show  at  a  glance  how  many  prescriptions  were  com- 
pounded on  any  given  day,  each  day  having  a  sheet  of  its  own  (or  more, 
of  course,  if  necessary).      (2)  The  total  amount  of  each  day's  prescription 
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sales,  figured  up  on  the  daily  sheet,  is  carried  over  to  another  sheet  used  as 
a  monthly  record,  and  placed  opposite  the  numbers  in  the  Doctor's  column, 
there  being  one  number  for  each  day  in  the  month — 31  in  all.  On  the 
sheet  used  for  this  monthly  record,  of  course,  only  the  one  column  is  used — 
the  Doctor's  column:  and  this  only  for  the  figures  representing  the  daily 
sales  throughout  the  month.  When  the  monthly  sheet  is  filled,  the  total 
monthly  sales  are  carried  to  the  ledger,  so  that  the  books  show  what  the 
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monthly  prescription  business  is,   and  how   it  compares  one  month  with 
another. 

These  record  sheets  should  be  made  in  pads  of  one  hundred.  The  pads 
are  kept  on  the  prescription  counter  and  the  entries  made  on  the  top  sheet 
as  the  prescriptions  are  dispensed  during  the  day.  At  the  end  of  the  day's 
business,  this  sheet  is  stripped  off  and  put  on  a  double-spindle  file  techni- 
cally known  as  an  "order  binder,"  the  spindles  being  at  the  extreme  upper 
end,  and  a  base  being  under  the  sheets.  Thus  the  last  day's  record  is 
always  on  top,  and  the  monthly  sheet  on  top  of  its  appropriate  month. 

421.  PRIVATE  LEDGER.— This  ledger  is  frequently  carried  with 
a  view  to  preventing  general  office  help  or  book-keepers  from  learning  con- 
fidentia1  particulars  of  the  business,  such  as  amount  of  partners'  invest- 
ments, profit  earned,  or  loss  incurred,  salaries  paid,  etc. 

As  previously  explained,  in  this  case  a  controlling  account  is  kept  in 
the  general  ledger  with  the  private  ledger,  to  which  account  the  totals  of 
debits  and  credits  posted  to  private  ledger  are  entered  for  the  purpose  of 
making  trial  balance. 

422.  QUOTATION  RECORDS.— By  adopting  a  reliable  system 
for  keeping  record  of  quotations  given  or  received,  a  considerable  loss  of 
time,  and  sometimes  of  money,  may  be  effected.     The  card  system  is  best 
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for  this  purpose,  and  we  illustrate  a  form  of  record  which  gives  complete 
information  and  reference.  This  record  would  be  found  of  great  assistance 
to  buyers  as  it  shows  from  whom  prices  may  be  secured  and  indicates  the 
best  places  from  which  to  purchase.  A  separate  card  is  allotted  for  each 
article. 

The  same  kind  of  card  may  be  used  to  advantage  in  relation  to  quo- 
tations given. 

423.  SELLING  PRICE.— In  order  to  fix  the  price  at  which  the 
articles  should  be  sold  it  is  necessary  to  consider  not  only  the  cost  of  the 
article,  but  the  estimated  expense  of  handling,  or  selling  expense,  such  as 
store  rent,  insurance  of  stock,  postage,  stationery,  advertising,  commission, 
salaries  of  sales  people,  etc.  Also  an  amount  estimated  to  cover  the  time 
and  labor  of  the  proprietor  in  relation  to  the  handling  of  the  goods.  Due 
allowance  should  also  be  made  for  probable  loss  on  bad  debts  and  shrinkage 
in  value.  After  these  calculations  have  been  made  the  business  man  will 
be  in  a  position  to  fix  the  percentage  of  profit  which  should  be  added  in 
order  to  establish  the  selling  price. 

424.  RESERVE   AND   SINKING   FUNDS.— Reserve   Fund.— 

This  fund  is  created  from  profits  and  the  entry  would  be : 

Profit  and  loss  account  Dr. 

To   Reserve    Fund. 

The  amount  may  or  may  not  be  withdrawn  from  the  business,  that  is, 
it  may  be  specially  invested  if  wished.  In  the  case  of  a  trading  or  manu- 
facturing business,  it  is  usually  left  in  the  business  as  so  much  extra 
capital  upon  which  no  dividends  have  to  be  paid ;  but  in  the  case  of  a 
bank  or  financial  institution  it  is  obvious  that  it  would  be  wiser  to  have 
this  reserve  fund  invested  in  some  high  class  securities. 

Sinking  Fund. — This  is  a  fund  that  is  usually  set  aside,  so  much 
periodically,  for  some  definite  purpose  or  to  meet  some  future  engagement. 
This  fund  when  it  is  set  aside  is  specially  invested  so  that  the  funds  may 
be  available  to  meet  the  liability  or  engagement  at  its  maturiy. 

If  this  fund  is  created  out  of  profits  the  entry  will  be: 

Profit    and    loss    account    Dr $100 

To  Sinking  Fund $100 

and   simultaneously  "the  special   investment"   would  be  made — the  entry 

being 

Special    investment    Dr $100 

To    Cash    $100 

In  this  case  we  should  in  the  balance  sheet  have  two  accounts,  and  I  have 
quoted  the  $100  merely  to  make  this  plainer. 
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Liability.     Sinking  Fund   and  Special   Reserve $100 

Asset    Special    Investment $100 

When  this  fund  amounted  to  the  sum  required  the  investment  would  be 

realized  and  the  entry  would  be  as  the  liability  was  paid  off. 

Liability  to  be  met  Dr 

To    Special    Investments   Cr.    

though  as  a  matter  of  fact  the  entries  would  go  through  the  cash  book  and 
payments  probably  by  check. 

We  should  then  have  remaining  the  Cr.  to  sinking  fund  $ .     This 

would  have  then  done  its  work  and  would  become  a  surplus  or  reserve 
fund. 

Now,  as  more  usually,  when  this  sinking  fund  is  created. from  surplus 

funds  and  not  from  profits,  the  entry  is  simply 

Sinking   Fund  Investment  Dr. 

To    Cash. 

and  this  investment  is  ear-marked  with  the  instructions  that  it  is  simply 

to  be  used  to  pay  off  certain  liabilities,  such  as  debentures. 

When  the  investment  reaches  the  amount  of  the  liability,  it  is  clear 
that  when  the  liability  is  paid  off  by  its  realization  that  both  accounts  will 
be  closed,  unless  there  should  be  some  balance  perhaps  left  over,  which 
would  be  adjusted. 

When  the  sinking  fund  is  created  out  of  profits,  there  is  a  credit 
account  opened  which  represents  the  special  asset  or  investment.  When 
the  sinking  fund  is  merely  cash  specially  invested  from  time  to  time,  the 
account  is  only  seen  among  the  assets  in  the  balance  sheet.  I  think  per- 
haps it  would  be  well  if  accountants  were  more  careful  in  distinguishing 
between  reserve  funds  and  reserve  accounts. 

A  reserve  fund  is  an  amount  set  aside  out  of  profits  as  a  permanent 
reserve,  and  is  not  available  for  dividends,  etc.,  though  the  money  may  be 
used  in  the  business. 

A  reserve  account  is  an  amount  set  aside  out  of  profits  for  contin- 
gencies which  are  likely  to  arise — such  as  reserves  for  depreciation,  pro- 
vision for  bad  and  doubtful  debts,  etc.  W.  C.  Eddis,  C.  A. 

425.  RETAIL  STORE  ACCOUNTING.— We  present  three  ac- 
counting systems  for  retail  merchants,  which  have  commended  themselves 
to  many  business  men  and  which  appear  to  be  simple,  practical  and  efficient. 

426.  The  Duplicate  Slip  System. — The  first  system  may  be 
called  the  Duplicate  Slip  System.  By  this  system  no  books  are  used  for 
customers'  accounts,  but  only  slips  in  duplicate,  kept  in  folders,  one  folder 
for  each  customer.  The  slips  are  made  up  in  regular  style,  the  name 
of  the  customer  being  written  plainly  on  the  front  of  the  folder.     When  a 
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customer  makes  a  purchase  the  clerk  takes  the  customer's  folder  from  the 
filing  case,  bringing  forward  the  amount  due  by  the  customer  from  the  last 
slip  and  entering  the  new  purchases  underneath.  The  footing  of  the  slip 
will  then  show  the  total  amount  due  by  the  customer,  and  consequently  the 
balance  of  the  account.  The  original  slip  is  torn  off  at  perforation  and 
handed  to  the  customer,  the  duplicate  remaining  in  the  folder  as  the  ledger 
account. 

By  this  plan  it  will  be  observed  that  the  making  out  of  the  slip  and  the 
posting  to  the  ledger  are  performed  in  one  operation,  and  nothing  in  the 
way  of  journal,  day  book,  blotter  or  ledger  is  required.  There  is  no  pos- 
sibility of  goods  being  sold  and  not  charged;  no  passbooks  are  required;  the 
customers  always  know  exactly  what  they  owe,  and  it  is  unnecessary  to 
send  out  monthly  statements.  The  proprietor,  or  clerk,  can  easily  watch 
the  accounts  to  see  that  no  limit  of  credit  is  exceeded. 

A  duplicate  receipt  book  should  also  be  used.  When  a  customer  makes 
a  payment  give  him  the  original  receipt  and  paste  the  duplicate  in  the 
customer's  folder,  deducting  the  amount  paid  from  the  balance  due  as 
shown  on  the  last  slip. 

The  customers'  folders  taken  out  during  the  day  should  not  be  filed 
until  the  close  of  the  day.  so  that  when  the  store  is  closed  a  recapitulation 
can  be  made  from  them,  which  will  show  the  total  credit  sales  for  the  day, 
and  this  amount  should  be  entered  in  the  journal  as  follows : 

Accounts    Receivable,    Dr $000  00 

To  Sales  Account,   Cr $000  00 

These  entries  will  be  posted  to  accounts  opened  in  the  ledger,  which  will 

contain  the  epitome  of  the  business.     A  cash  book  should  be  used,  with  a 

separate  column  for  the  entry  of  cash  received  from  customers,  the  total  of 

this  column  being  posted  to  the  credit  of  Accounts  Receivable  account,  no 

journal  entry  being  required.     Thus,  the  Accounts  Receivable  account  will 

correspond  exactly  with  the  amount  of  the  bills  in  the  customers'  folders 

and  the  amount  of  the  receipts  pasted  in  those  folders,  while  the  balance  of 

this  account  will  agree  with  the  aggregate  of  the  balances  shown  in  the 

Cash  sales,  purchases,  and  general  accounts  of  the  merchant  will  be 
cared  for  in  the   isual  way  and  do  not  need  a  special  explanation. 

427.  The  Coupon  System. — Another  good  and  labor-saving 
method  of  recording  credit  sales  is  as  follows : 

"Coupon  books  of  the  value  of  $5,  $10,  and  $15,  respectively,  were 
procured,  each  book  containing  a  blank  note.  When  a  customer  asked  for 
credit,  he  would  be  asked  about  how  much  he  would  want  during  a  certain 
period,  and  given  coupon  books  for  that  amount.     The  note  is  then  filled 
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out,  signed,  and  retained.  The  books  contain  coupons  from  one  cent  up 
and  when  the  customer  makes  a  purchase  the  amount  is  detached  from  his 
book.  When  the  note  is  due  if  the  book  has  not  all  been  used,  the  remain- 
ing coupons  can  be  counted,  the  coupons  detached  can  be  paid  for  and  in- 
dorsed on  the  note,  and  the  time  extended  if  desired.'' 

By  adopting  this  plan  credit  sales  become  coupon  sales,  and  coupon 
sales  can  be  treated  as  simply  as  cash  sales.  We  have  parted  with  so  much 
merchandise  and  received  coupons  in  exchange,  the  coupons  being  redeem- 
able in  cash  at  the  end  of  each  month.  A  ledger  account  will,  therefore,  be 
opened  with  coupons  receivable  account  which  will  be  debited  each  day  with 
total  coupons  collected,  the  credit  being  to  merchandise  (or  sales)  account 
in  the  usual  way.  As  the  coupons  are  redeemed  cash  is  debited  and  coupons 
receivable  account  credited,  the  latter  account  always  showing  the  amount 
of  customers'  accounts  outstanding. 

The  "note"  is  the  record  of  the  coupons  issued  to  customer  (it  should 
contain  the  numbers)  and  the  customer's  receipt  for  same.  It  should  be 
riled  alphabetically  for  reference  when  wanted,  and  should  be  treated  as  a 
memorandum,  as  no  useful  purpose  is  secured  by  entering  it  on  the  books, 
the  note  not  being  an  asset  until  the  coupons  have  been  used.  A  bill  will 
be  handed  to  the  customer  in  the  usual  way  for  each  purchase  and  duplicate 
bill  should  be  attached  to  the  note,  thus  completing  the  record  of  each  indi- 
vidual account.  A  perfect  check  on  the  accuracy  of  the  coupon  receipts  can 
be  obtained  each  day  by  agreeing  total  of  coupons  received  with  total  of 
bills  issued  to  customers. 

428.  The  Pass  Book  System. — Another  method  much,  rec- 
commended  is  hereunder  described  : 

Provide  a  pass  book  for  each  customer. 

Provide  a  suitable  alphabetical  file  for  the  pass  books,  with  vowel  and 
other  indexical  distribution  to  accomplish  instant  reference  to  the  book- 
wanted. 

Provide  an  ironclad  ordinance  that  all  pass  books  not  in  use  must  be 
kept  in  the  file. 

Have  the  pass  books  made  in  the  form  of  a  sales  ticket  in  triplicate, 
the  duplicate  and  triplicate  with  perforations  to  allow  of  their  being  de- 
tached from  the  book. 

When  the  customer  makes  a  purchase  the  salesman  enters  same  in  the 
pass  book  and  hands  the  duplicate  to  the  customer. 

The  book-keeper  posts  the  total  purchases  (not  items)  from  die  pass 
book  original,  and  also  enters  the  account  on  a  sales  recapitultaion  sheet  in 
order  to  obtain  his  monthly  total  of  sales. 
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At  the  end  of  the  month  the  book-keeper  makes  his  monthly  statements 
from  the  ledger  and  attaches  to  same  the  triplicate  copies  of  bills  from  the 
pass  books. 

By  adopting  this  plan  all  the  itemizing  necessary  is  done  at  one  writing 
by  the  salesman  who  receives  the  order;  ledger  space  is  not  unnecessarily 
wasfed,  and  the  book-keeper  will  begin  to  have  a  little  time  to  spare  in 
which  to  make  himself  useful  to  his  employers. 

429.  SALES  CHECKS,  OR  TICKETS.— Such  a  vast  amount  of 
time  is  wasted  in  retail  stores  in  keeping  track  of  "charge"  sales,  that  any 
good,  practical  system  should  be  welcomed  as  a  much  needed  economy. 

A  large  number  of  proprietors  of  retail  stores,  however,  know  just 
enough  about  book-keeping  to  believe  it  necessary  to  open  ledger  accounts 
with  all  customers  and  post  the  items  of  all  sales  thereto.  These  items  are 
copied  once  a  month  on  statement  blanks  which  are  then  mailed  to  cus- 
tomers, and  altogether,  there  is  a  considerable  amount  of  work  involved, 
most  of  which  is  entirely  unnecessary. 

Perhaps  as  good  a  system  as  any,  under  ordinary  conditions,  is 
described  below : 

The  counter  clerks  enter  customers'  orders-  on  sale  tickets  or  debit  slips 
in  duplicate.  When  the  customer  takes  the  goods  he  is  given  the  duplicate; 
when  the  goods  are  delivered  the  duplicate  ticket  goes  with  them.  The 
original  is  handed  to  the  book-keeper  who,  at  his  leisure,  enters  the  items 
on  a  regular  billhead  (long  size),  again  in  duplicate. 

At  the  end  of  the  month  the  bills  for  that  month  are  footed  and  the 
originals  sent  to  the  customers.  The  duplicates  are  attached  to  the  counter 
charge  slips.  A  recapitulation  of  the  footings  is  made  and  the  total  debited 
to  an  account  which  is  opened  in  the  ledger  and  called  "May  sales"  or  "June 
sales"  or  whatever  month's  business  it  may  represent. 

The  bills  are  filed  in  a  separate  file  which  is  labelled  "May  bills"  and 
which  is  really  the  May  or  June  sales  ledger. 

A  six  column  cash  book  is  used,  separate  columns  being  provided  for 
cash  sales,  May  (etc.)  sales,  sundries.  The  total  of  May  sales  column  is 
credited  to  May  Sales  account  in  the  ledger,  so  that  the  amount  of  May 
sales  remaining  unpaid  can  be  ascertained  at  any  time.  As  accounts  are 
paid  they  are  removed  from  the  May  file.  When  a  payment  on  account  is 
received  it  is  deducted  from  the  total  of  the  bill  and  the  latter  remains  in 
the  May  file  until  paid  or  otherwise  disposed  of. 

Some  of  the  advantages  of  the  system  may  be  summarized  as  follows  : 

Unpaid  accounts  of  previous  months  show  up  separately  on  each 
month's  trial  balance,  thus  commanding  attention  and  investigation. 
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No  customers'  ledger  accounts,  no  posting,  no  drawing  off  balances. 
Economy  of  time,  labor  and  ledger  space. 
Facility  of  obtaining  trial  balance. 

430.  SINGLE  TO  DOUBLE  ENTRY.— In  order  to  change  from 
single  to  double  entry  it  is  necessary  to  take  an  inventory  of  all  assets  and 
liabilities,  crediting  capital  or  proprietors'  investment  account  with  the  sur- 
plus of  assets  over  liabilities,  this  latter  entry  effecting  a  balance  between 
the  assets  and  liabilities  sides.  Having  accomplished  this,  accounts  should 
be  opened  in  the  ledger  to  represent  the  various  assets  and  liabilities  at  the 
figures  shown  in  the  inventory  or  balance  sheet,  when  the  books  will  be  in 
balance  by  the  double  entry  system. 

431.  SINKING  FUND  COMPUTATIONS.— 

To  ascertain  what  annuity  payable  at  the  end  of  each  year  will  amount  to  a 
given  sum  in  a  stipulated  number  of  years  at  a  stated  rate  of  interest  compounded 
annually: 

Divide  the  interest  for  one  year  upon  the  given  sum  by  the  compound 
interest  upon  $1  at  the  stated  rate  for  the  stipulated  number  of  years. 

Where  the  annuity  is  payable  at  the  beginning  of  each  year,  proceed  as 
above  and  divide  the  result  by  the  amount  of  $1  for  each  year  at  the  given 
rate. 

For  example — provide  for  the  payment  of  $20,000,  payable  in  twenty 
years  by  putting  into  the  sinking  fund  a  certain  amount  at  the  end  of  each 
year  at  or/r  compound  interest,  divide  the  interest  for  one  year  on  $20,000 
at  3%,  which  will  amount  to  $600  by  $0.80012  (the  compound  interest  for 
twenty  years  upon  $1  at  or/(  )  and  the  result  is  $M4.31,  which  is  the 
amount  to  be  thus  set  aside. 

If  this  amount  is  to  be  set  aside  at  the  beginning  of  each  year,  divide 
$744.31  by  $1.0:3  and  the  result  is  $722.63. 

432.  STOCK  RECORDS.— The  following  system  having  been  tried 
in  a  large  manufacturing  concern,  where  there  are  no  less  than  five  large 
stock  rooms,  has  proved  its  worth,  and  the  keeping  of  the  records  and  the 
explanation  of  methods  used  in  this  particular  instance  will  help  a  good 
many  book-keepers  who  have  the  keeping,  or  are  associated  in  some  way. 
with  the  stock  rooms  where  they  are  employed. 

In  the  first  place  the  naming  of  the  stock  rooms  will  give  an  idea  as  to 
the  results  attained.  First  we  have  a  Raw  Material  Stock  Room.  Factory 
Supply  Stock  Room,  Tool  Material  Stock  Room,  Finished  Part  Slock 
Room  and  an  Outside  Order  Stock  Room. 

Raw  Material  Stock  Room  takes  care  of  all  material  in  its  raw  state, 
such  as  sheet  steel,  screw  stock,  castings,  etc. 
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Factory  Supply  Stock  Room  takes  care  of  files,  drills,  taps,  emery, 
waste,  pliers,  hammers,  glue,  japan,  cyanide  potassium,  plating  supplies, 
polishing  supplies,  building  and  fixture  supplies,  etc. 
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Finished  Part  Stock  Room — Parts  that  have  been  produced  by  the 
factory  or  bought  outside. 

Outside  Order  Department — Parts,  mechanism,  etc.,  and  articles  ready 
for  sale. 

These  stock  rooms  are  treated  as  departments  and  where  inventory  is 
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taken,  which  is  necessary  to  start  this  system,  the  stock  room  is  debited  and 
as  requisitions  are  issued  for  stock  they  are  priced,  the  stock  room  being 
credited'and  the  department  drawing  the  material  is  debited.  By  following 
the  plan  now  being  submitted  it  is  possible  to  have  a  monthly  statement 
made  up  showing  the  exact  value  of  stock  carried  in  the  factory,  the  value 
of  parts,  etc.,  in  process  of  manufacture.  One  of  the  most  important  fea- 
tures of  any  cost  system  is  the  recording  of  material  and  supplies  as  received 
at  factory  to  the  charging  of  the  department  using  same. 

The  receiving  clerk  reports  to  the  office  daily  on  Form  O.  F.  80  all 
details  connected  with  the  goods  received. 

The  stock  clerk  receiving  the  goods   from  the  receiving  department 
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signs  for  the  same  as  shown  on  above  form,  after  which  he  enters  the  goods 
into  his  stock  book  Form  F.  79. 

Upon  receipt  at  office  of  Form  O.   F.  SO  the  order  clerk  enters  the 
invoices,   which  he  numbers  according  to  the  shipments,  also   freight  or 
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FORM  O.  9. 

express  charges,  if  any.  As  invoices  are  entered  on  this  form  the  account 
the  goods  thereon  are  charged  to  can  be  stamped  upon  the  invoice  and  the 
amounts  on  the  invoices  can  be  transferred  to  Form  0-9  under  the  heading 
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representing  the  accounts  they  have  stamped  on  them.  This  makes  a  good 
check  on  invoices  as  the  total  of  all  invoices  entered  on  Form  0-9  should 
agree  with  the  total  amount  of  invoices  on  sheets  O.  F.  80.     Form  0-9  is 
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here  shown  blank  and  can  be  headed  with  the  accounts  as  desired.  Each 
shipment  as  received  from  the  first  date  of  the  month  is  numbered  numeri- 
cally on  the  Form  O.  F.  80  by  the  order  clerk,  he  then  enters  the  amount 
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against  the  goods,  also  charges  the  account  affected  by  the  receipt  of  the 
goods.  Where  the  price  is  the  same  as  at  inventory  no  alteration  is  made 
on  the  stock  book,  but  where  a  change  of  price  does  occur  the  order  clerk 
enters  the  new  price  on  the  stock  book  in  the  column  reserved  for  the  cost 
price  and  against  the  last  entry  of  receipt  of  goods  made  by  the  storekeeper ; 
this  price  is  entered  by  means  of  a  code  of  letters — as  an  illustration,  say 
the  storekeeper  has  just  received  a  shipment  of  files  and  the  price  is  $1.00 
per  dozen,  the  order  clerk  using  for  the  code  the  word 

Blackstone — z 
1234567890— Repeat. 

would  enter  against  the  Stock  Account  the  letters  Bez  doz.,  this  keeps  the 
price  away  from  anyone  outside  of  those  desired.  Any  private  mark  can 
be  used. 

Upon  a  requisition  Form  F.  10  being  received  by  the  storekeeper  for 
say  a  dozen  files,  he  fills  the  order  and  then  credits  the  stock  book,  at  the 
same  time  pricing  the  requisition  as  shown  on  his  stock  book  Bez  doz., 
which  he  then  sends  to  the  office  (Cost  Department),  who  then  charges 
same  to  department  using  the  supplies,  the  pricing  by  the  storekeeper  assur- 
ing the  office  that  his  stock  book  has  been  credited,  otherwise  the  price 
ci  >uld  not  have  been  written  in.  Another  advantage  gained  from  this  system 
is  the  fact  of  the  storekeeper  charging  the  goods  at  the  proper  price,  thereby 
giving  an  exact  cost  of  all  material  and  supplies  drawn  from  stock.  The 
above  system  will  enable  the  office  to  report  to  the  superintendent  compari- 
sons of  goods  drawn  by  each  department  as  shown  on  Form  O-0. 

The  superintendent  can  then  investigate  abnormal  differences  thus  in- 
suring close  attention  by  the  foremen  of  the  departments  to  the  men  under 
their  jurisdiction  as  to  the  quantity  of  supplies  used  per  man. 

All  material  drawn  for  manufacturing  orders  is  shown  by  Form 
O.  F.  74.  C.  B.  Cook. 

433.  Retail  Clothing. — We  illustrate  a  card  record  for  keeping 
stock  of  purchases  and  sales.  For  those  articles  that  come  in  different  sizes 
separate  columns  should  be  provided.  Beneath  the  headings  of  the  sizes 
will  be  set  down  the  number  of  articles  of  that  size  received,  as  shown  by 
the  encircled  figures  in  the  illustration.  When  a  card  shows  a  certain  article 
to  be  running  low  it  should  be  set  aside  for  the  purpose  of  calling  the  atten- 
tion of  the  buyer  to  the  necessity  for  replenishment. 

Where  there  are  several  departments  in  a  store,  a  separate  index 
should  be  provided  for  each  department. 
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434.  Cuts. — A  record  of  cuts,  or  electros,  is  very  necessary  not  only 
in  the  printing  business  but  also  for  the  use  of  large  advertisers. 

A  simple  plan  is  to  provide  a  set  of  shelves  on  which  the  cuts,  half  tones, 
or  electros  may  be  stored  in  pasteboard  boxes.  A  distinctive  number  should 
be  given  to  each  box  and  also  attached  to  the  front  edge  of  the  shelf. 

In  connection  with  this  plan  a  set  of  alphabetical  index  cards  should 


1  2  3  4  5  A 


be  used  on  which  the  particulars  of  the  cuts,  etc.,  should  be  entered,  together 
with  the  number  of  the  box  in  which  they  may  be  found.  Further,  it  is 
best  to  number  each  cut  as  it  comes  from  the  engraver.  In  this  case  the 
box  should  be  marked,  say  from  1  to  10,  11  to  :20.  etc.,  and  the  number  of 
both  cut  and  box  would  then  be  entered  on  the  index  cards. 

When  a  cut  is  removed  it  should  be  replaced  by  a  memorandum  record- 
ing date  of  removal  and  for  what  purpose. 
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435.  Stationery  and  Office  Supplies. — A  system  for  the  storage 
and  record  of  office  supplies  such  as  pencils,  ink,  etc.,  is  essential  to  the 
proper  conduct  of  any  business  office.  There  are  many  different  methods 
of  handling  the  storing  of  these  articles,  some  of  them  good,  others  poor. 
In  some  offices  a  very  little  effort  is  made  to  keep  these  things  in  proper 
shape,  and  as  a  result  some  day  there  are  no  invoice  blanks  on  hand,  or  the 
stenographer  reports  to  the  office  manager  that  the  writing  paper  is  all  gone. 
"Just  used  the  last  sheet."  Such  situations  are  trying  in  the  extreme,  and 
there  is  no  reason  why  such  conditions  should  exist. 

We  will  make  a  list  of  the  various  office  supplies  that  ought  to  be  acces- 
sible and  ready  for  use  at  all  times,  which  ordinarily  would  be  about  as 
follows : 

Pens,  Ink,  Pencils,  Penholders,  Pins,  Paper  Fasteners,  Sponges,  Rub- 
ber Bands,  Inkwells,  Letter  Paper,  Carbon  Paper,  Card  Index  Cards,  Mu- 
cilage. 


s: 


1 

2 

3 

4 

5 

6 

1 

8 

q 

10 

1  1 

12 

13 

14 

15 

lb 

n 

1$ 

H 

20 

21 

22 

23 

24 

This  is  a  fairly  comprehensive  list  of  usual  office  supplies  for  the  or- 
dinary conduct  of  business.  There  may  be  slight  variations  from  this  list, 
but  it  is  a  substantial  one,  and  will  answer  our  purpose  of  illustrations 
fairly  well. 

Have  a  cabinet  made  like  sketch,  and  number  each  drawer  consecu- 
tively. You  will  notice  the  drawers  are  of  different  sizes  and  that  there 
are  two  rows  reserved  for  some  of  the  articles.     This  is  to  provide  plenty 

258 


BOOK-KEEPING    AND    BUSINESS    PRACTICE 


435 


of  room  for  certain  articles  which  are  largely  used,  so  that  the  entire  stock 
may  be  kept  in  the  one  place.  The  bottom  row  is  reserved  for  storage  only, 
and  the  row  above  it  contains  the  working  supply.  The  drawers  will  easily 
accommodate  the  entire  stock  of  each  article,  and  it  will  not  be  necessary 
to  divide  up  the  stock. 


Pjox*l  -          Perjcils 

1% 

(black. 

5fi« 

307)ei 

<J.A.Hur)t&Co. 

8-31-03 

8-10 

„ 

10   . 

3o<„ 

U 

Each  article  should  be  given  a  card,  and  the  number  of  the  box  con- 
taining the  article  will  be  recorded  on  the  card,  as  also  amount  of  purchase, 
price,  from  whom  purchased,  and  length  of  time  the  supplies  lasted. 

Another  plan  is  to  use  packages  which  would  be  numbered  and  labeled 
as  per  illustration.  A  card  stock  record  is  kept  in  the  package  on  which 
is  entered  the  quantities  removed  from  time  to  time. 


L^JG^^tsti  /$£zs7<vi(^ - 

-  S7t^L&         o^zJPS 

Printed  by  Tfar-y^t^        ^/  1902   r°£ 

\»&  /***  "&*../<?.  *SSe  /a*. 
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14 

Taken  Out 
27 

Taken  Out 
40 

I        Taken  Out 

SO 

Taken  Out 
63 

1        Taken  Out 

78 

2 

IS 

28 

41 

SI 

64 

77 

• 

16 

29 

42 

52 

65 

78 

4 

17 
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53 

66 

79 

1 

11 

31 

44 

54 

67 

80 

1 

19 

32 

45 

SS 

88 

61 

7 

20 

33 

48 

58 

69 

62 
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21 
22 
23 

34 
3$ 
39 

47 
48 

57 
58 
59 

70 
71 
72 

83 
84 

85 

ii 

24 

37 

[    ) 

60 

73 

86 

12 
It 

25 

a 

38 

39 

\ 

61 
62 

74 
75 

67 

88     $2  60 

\\  hen  packages  are  opened  a  label  should  be  attached  to  the  package 
on  which  the  words  "broken  package"  should  appear.  This  will  prevenl 
a  number  of  original  packages  being  opened  before  any  one  package  is 
emptied.     (For  illustration  see  p:  2G0.) 
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436.  Stock  Sold  at  Discount. — This  question  frequently  arises  in 
the  case  of  mines,  oil  companies,  and  similar  enterprises  where  it  is  desired 
to  obtain  working  capital  to  develop  the  property. 


Package  No.  .  .&.. Div.  No.  2*  3 

Received ?/M      190  Z 

CONTAINS 


Total  fc.rriiW../^Z%'    Ki.rf  P«ki|a../^.. 

Use  highest  numbered  package. 


The  usual  plan  is  to  debit  cash  with  the  amount  received  from  the  sale 
of  stock  and  debit  Stock  Discount,  or  Bonus  account,  with  the  discount. 

The  amount  of  capital  stock  should  remain  on  the  books  at  the  author- 
ized amount,  and  as  the  purchasers  of  the  stock  have  paid  the  price  asked 
for  same  they  are  entitled  to  dividends  on  their  investment.  It  would 
therefore  be  improper  to  charge  stock  discount  against  Profit  and  Loss  as 
the  transactions  occur.  The  amount  should  be  spread  over  a  number  of 
years  and  written  off  gradually,  all  the  stockholders  participating  in  the 
liquidation  of  the  loss. 

437.  Subscription  Records. — Appoint  a  postal  clerk  whose  duty 
it  would  be  to  not  only  see  to  all  out-going  mail,  but  to  receive  all  in- 
coming mail.  He  would  not  open  the  mail,  but  he  should  number  con- 
secutively every  piece  of  mail  coming  into  the  place  of  whatever  nature, 
regardless  of  what  it  might  contain,  by  a  numbering  stamp,  and  the  number 
it  then  received  would  stick  to  that  piece  of  mail  all  through  its  existence  in 
the  office.  The  postal  clerk  would  then  pass  the  mail  entire  and  unopened 
to  the  subscription  clerks  (two  or  more  as  the  case  required)  who  would 
open  the  mail,  pasting  the  envelope  to  the  letter,  thereby  preserving  the 
number  and  record  of  post  marks,  placing  the  number  in  ink  on  the  letter 
itself,  and  in  case  the  postal  clerk  had  skipped  a  number  a  statement  so  made 
and   signed   would  have  to  appear. 

438.  Sundry  Accounts  Receivable. — The  form  below  illustrated 
is  a  combination  invoice,  collection  record,  and  petty  ledger.  The  blank 
at  the  right  of  the  perforation  is  the  invoice  which  is  made  in  duplicate. 
The  original  goes  to  the  customer,  and  the  duplicate  constitutes  the  petty 
ledger,  being  filed  in  alphabetical  order. 

The  blank  at  the  left  of  the  perforation  is  used  as  the  collection  record, 
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containing  date  of  sale,  name  and  address  of  customer,  and  date  when 
collection   should   be   made. 

The  ordinary  sundries  account  is  a  source  of  considerable  trouble  to  the 
book-keeper.     When  the  credits  are  posted  opposite  to  the  debits,  the  same 
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annoyance  in  obtaining  the  correct  balance  of  the  account  arises  as  in  the 
case  of  Bills  Receivable  account  when  kept  in  a  similar  manner.  Several 
expedients  have  therefore  been  devised  to  obviate  this  annoyance,  one  of 
which  is  illustrated  below.  The  Sundry  Debtors'  account  is  treated  as 
though  it  were  an  ordinary  account  with  one  person,  both  credits  and  debits 
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following  in  order  of  date.  A  special  column  is  provided  on  the  debit  side, 
in  which  is  entered  the  date  of  payment  of  the  account,  so  that  if  it  is  desireer 
to  refer  to  J.  A.  Felton's  account  it  will  be  seen  that  it  was  paid  on  February 
12th,  and  the  entry  of  credit  will  be  found  under  that  date. 

Still  another  method  is  to  use  a  numerical  or  alphabetical  check  against 
the  debits  cancelled  by  payment;  i.  e..  by  this  method  J.  A.  Felton's  debit 
would  be  checked  "A"  and  J.  A.  Felton's  payment  would  also  be  checked 
"A,"  thus  constituting  quick  reference  from  one  entry  to  the  other. 
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Still  another  method  is  to  open  a  new  sundries  account  each  month, 
treating  the  account,  and  entering  its  balance  on  the  trial  balance,  as  though 
it  were  an   individual   account. 

Another  method  is  to  open  a  new  account  as  each  page  is  filled  up. 

The  two  sides  of  the  sundries  account  can  be  footed  when  desirable 
in  small  pencil  or  red  ink  figures  and  the  difference  betwen  the  two  sides 
placed  betwen  the  two  columns.  This  will  show  the  net  amount  due  from 
the  sundry  debtors  on  that  page  of  the  ledger  and  can  be  verified  at  any 
time  by  looking  down  the  "when  paid"  column  and  taking  off  only  those 
accounts  not  marked  paid.  New  items  can  be  posted  in  from  time  to  time 
till  near  the  bottom  of  the  page,  when  another  general  account  called 
Sundry  Debtors  No.  2  can  be  opened  and  treated  the  same  as  No.  1. 

"When  it  is  desirable  to  transfer  the  account  the  name  and  number 
can  be  transferred  to  another  part  of  the  book,  with  the  unpaid  balance, 
crediting  it  in  red  ink  by  the  balance  so  transferred. 

439.  TIME  RECORDS.— The  following  illustration  of  a  work- 
man's time  ticket  is  one  used  by  a  printing  and  binding  company.  The 
ticket  is  arranged  in  divisions 'of  ten  minutes  covering  the  period  between 
commencing  work  and  closing. 


WORKMAN'S  TIME  TICKET 


Name, . 


Date, . 
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s 

" 

:: :: ::: 

. ... 

_u.              _L 

Full  Day. 


Time  Off. 


Fig.   i 

It  will  be  noted  that  the  order  number  is  placed  in  the  first  left  hand 
column,  a  check  mark  being  made  by  the  workman  in  the  proper  space,_ 
recording  time  he  began  work  on  the  particular  job  and  the  time  he  stopped 
work  on  that  job,  the  total  time  being  filled  in  in  the  total  column. 

The  time  occupied  by  each  workman  on  any  particular  job  will  be  re- 
capitulated each  day  in  the  office. 
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The  next  illustration  of  time  sheet  is  used  in  an  ordinary  manufactur- 
ing business  and  records  the  distribution  of  the  workman's  time  for  the 
day  and  the  amount  to  be  debited  to  each  job. 
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440.  TRADE  DISCOUNT.— In  figuring  trade  discount  it  is  useful 
to  know  that  twenty,  ten  and  five;  ten,  twenty  and  five;  and  five,  ten  and 
twenty  are  equivalent  sets  of  trade  discounts.  Twenty  off  equals  1-5  off, 
leaving  4-5  remaining.  Ten  off  equals  1-10  off,  leaving  9-10  remaining. 
Five  off  equals  1-20  off.  leaving  19-20  remaining.  And  19-20  of  9-10  of 
4-5  equals  19-20  of  4-5  of  9-10  equals  9-10  of  19-20  of  4-5  equals  9-10 
Of  4-5  of  19-20  equals  4-5  of  9-10  of  19-20  equals  171-250  of  the  price  list 
as  the  net  cost  of  the  goods.  In  fact,  there  has  been  a  real  discount  of 
79-250  or  31  3-5  per  cent. 

The  following  rule  will  enable  the  reader  to  compound  any  two  trade 
discounts : 

From  the  apparent  total  of  two  trade  discounts  subtract  i-100  part  of 
their  product,  and  the  remainder  will  be  the  real  discount  equivalent  to  the 
two. 

Take  20  and  10.  The  apparent  total  discount  is  30,  from  which  sub- 
tract 1-100  part  of  20  x  10  or  2.     The  result  is  28. 

Again  take  28  and  5.  The  apparent  total  discount  is  33,  from  which 
take  1-100  part  of  28  x  5  or  1  2-5.  The  result  is  31  3-5,  the  real  discount 
before  shown.  A  little  practice  will  enable  the  reader  to  compound  either 
mentally  or  by  pen  a  series  of  trade  discounts. 
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It  may  be  necessary  to  compare  trade  discounts  at  a  glance  to  see  which 
is  the  more  advantageous.  In  the  case  where  the  apparent  discounts  of  two 
series  differ,  the  series  with  the  greater  apparent  discount  will  have  the 
greater  real  discount. 

In  the  case  with  the  apparent  discounts  of  two  series,  the  same  as  10, 
10  and  10  for  one  series,  and  20,  and  5  and  5,  the  other  series,  it  will  be 
found  that  the  more  the  discounts  of  a  series  approach  equality,  the  less  the 
real  discount ;  and  that  the  more  the  trade  discounts  are  concentrated  into 
a  single  discount,  the  greater  the  real  discount. 

From  what  we  have  said  it  will  follow  that  10,  10  and  10  are  less 
than  20,  5  and  5. 

There  may  be  cases  in  which  we  cannot  tell  at  a  glance.  In  this  last  case 
we  must  calculate  the  real  discounts  by  the  rule  given  above. 

441.  TRANSPOSITIONS— HOW  TO  DETECT.— It  is  some- 
what surprising  to  learn  that  a  list  can  be  made  of  no  less  than  504  trans- 
positions of  two  and  three  figures,  besides  possibilities  of  double  and  indi- 
rect transpositions  which  appear  to  be  almost  unlimited. 

It  is  comparatively  common  to  hear  of  cases  where  $10  has  been 
posted  as  10  cents  (this  is  a  transposition,  $10.00  being  posted  as  00.10), 
$1.18  at  $1.81,  or  59  cents  as  95  cents,  but  few  of  us  have  ever  considered 
the  possibility  of  the  transformation  of  6453  into  .3456. 

A  difference  divisible  by  9  infers  a  transposition. 

That  such  a  difference  does  not  necessarily  indicate  this  class  of  error 
may  be  illustrated  by  the  example  of  posting  $10.90  as  $10,  being  an  omis- 
sion of  90c.  In  this  case  the  book-keeper  would  probably  waste  consider- 
able time  looking  for  $1  posted  as  10c,  $5.40  as  $4.50,  etc. 

This  indicates  that  in  some  cases  it  is  impossible  to  distinguish  trans- 
positions from  omissions. 
GENERAL  rules  for  the  detection  of  transpositions  of  dollars  and 

CENTS. 

All  errors,  where  the  figures  when  added  together  amount  to  9  or  nines, 
may  be  a  transposition  of  figures  and  unless  the  amount  is  as  above  stated, 
then  we  may  be  certain  it  is  not  a  transposition.  Take  the  sum  of  $31.50. 
The  3  and  1  and  5  equals  nine.  The  question  therefore  is :  What  amount 
posted  into  the  wrong  columns  would  produce  this  error? 

Rule :  Divide  the  error  by  9,  and  the  quotient  is  the  only  amount  that 
could  produce  the  given  error  that  way. 

To  explain  :  $31.50  divided  by  9  is  $3.50  and  $35.00  posted  as  $3.50 
would  show  a  difference  of  just  $31.50,  and  therefore  we  would  look  for 
35  posted  into  the  wrong  columns.     This  kind  of  an  error  is  quite  likely  to 
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occur — generally,  however,  with  one  figure  instead  of  three.  It  may  hap- 
pen in  footing  any  column  of  the  ledger  or  any  of  the  books  posted  into  it, 
or  even  in  footing  the  trial  balance. 

Suppose,  for  instance,  that  the  ledger  footing  of  debits  showed  $54.00 
too  much,  5  and  4  are  9,  which  shows  it  may  be  a  transposition. 

Now  for  the  figures  that  have  been  transposed :  $54.00  divided  by  9 
is  6,  and  as  the  ledger  has  too  much  posted  to  it,  $6.00  has  been  posted  or 
footed  as  $60.00. 

There  is  another  kind  of  transposition  where  both  figures  have  been 
transposed. 

For  instance,  take  this  same  error  of  $54.00  too  much  again,  to  find 
what  figures  being  both  transposed  will  produce  it. 

Rule:  Divide  the  error  by  9,  and  the  quotient  is  equal  to  the  left 
hand  figure,  less  the  right  hand  one. 

Now  $54.00  divided  by  9  equals  6,  therefore  71,  82  or  93,  are  the  only 
numbers  of  two  figures,  where  the  left  hand  figure  exceeds  the  right  hand 
one  by  6;  if  the  error  (54.00  over)  is  produced  by  both  figures  being 
transposed,  we  may  be  certain  it  is  one  of  the  above  changed  from  17,  28  or 
39  ;  but  if  the  ledger  footing,  instead  of  being  too  much  had  been  found  to 
be  too  small,  then  the  greater  number  has  been  transposed  to  the  smaller 
one.  In  case  there  is  a  transposition  of  three  figures,  then  the  middle  figure 
of  the  error  will  always  be  a  9,  and  the  two  outside  figures  will,  when 
added  together,  always  amount  to  a  9.  Thus  125  transposed  is  521,  the 
difference  is  396,  and  that  is  the  apparent  error. 

Now  to  find  the  real  error,  pay  no  attention  to  the  middle  figure,  but 
place  the  first  and  last  figures  together  thus:  36,  and  dividing  by  9,  we 
have  4,  and  then  if  the  error  is  an  excess,  or  too  large  we  know  that  the 
true  error,  or  the  real  figures  which  have  been  transposed,  are  such  that  the 
left  hand  figure  exceeds  the  right  hand  one  by  4.  and  must  be  51.  62,  84  or 
95.  but  the  quickest  way  to  find  the  error  is  to  look  through  the  books  we 
have  posted  from  for  a  number  having  three  figures,  and  the  left  hand  one 
exceeds  the  right  one  by  4. 

TRANSPLACEMENT  OF  FIGURES. 

Rule  to  find  whether  an  error  is,  or  is  not  caused  by  posting  dollars 
into  the  cents  column,  and  if  so,  how  to  find  the  dollars  that  have  been 
posted  in  this  way. 

Rule — First.  Ml  of  the  figures  of  an  error  of  this  nature,  when  added 
together  will  make  a  9,  or  multiple  of  !).  If  they  do  not  it  is  certain  it 
cannot  be  an  error  of  this  kind;  if  they  do,  it  is  almost  equally  certain  it  is. 
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Example:  $71.00  post  71  cents— error  $70.20,  added  together  equals 
18  which  is  a  multiple  of  9. 

Second To  ascertain  the  amount  in  dollars  that  will  make  the  error, 

when  posted  (as  shown  in  the  example.)  Take  the  cents  of  the  error  from 
imaginary  ciphers,  and  the  remainder  will  be  the  dollars  that  have  been 
posted  wrong. 

ILLUSTRATION. 

$71.00    posted    71    cents,    error $70.29 

equals    18. 

Deduct  from   ciphers    ^    yu 

the    cents    of    the    error 70>29 

Therefore    $71- 

has  been  posted  71  cents. 

$93.00  posted   93   cents,  error 92.07 

equals  IS. 

.00 

92.07 


has  been  posted  as  93  cents. 

$S1.00  posted  81  cents,  error $80.19 

equals  18. 

.00 
80.19 

$81. 
has  been  posted  81  cents. 

$60.00  posted  60  cents,  error $59.40 

equals  IS. 

.00 
59.40 

$60. 
has  been  posted  60  cents. 

442.     TRIAL  BALANCES.— HOW  TO  OBTAIN   THEM. 
customers'  ledger. 

Enter  only  page  number  and  amounts  in  the  trial  balance,  and  instead 
of  taking  totals  of  debits  and  credits,  .or  the  balance  of  each  account,  take 
merely  the  amounts  posted  during  the  month.  In  this  way  dormant  ac- 
counts are  ignored  and  the  actual  work  of  the  month  is  proved.  The  trial 
balance  in  this  way  will  show  the  total  debits  and  credits  for  the  month, 
and  will  be  agreed  with  the  total  debits  and  credits  posted  to  the  Custom- 
ers' Ledger  Controlling  account  carried  in  the  general  ledger.  The  advan- 
vantages  of  this  plan  may  be  summarized  as  follows : 

1.  It  insures  accuracy,  as  very  little  adding  or  subtracting  is  neces- 
sary. 

:?.  It  saves  nearly  50  per  cent  of  time,  as  all  accounts  not  active  dur- 
ing the  month,  are  easily  passed  over,  the  eyes  searching  merely  for  the 
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month  in  the  date-column,  instead  of  comparing  debits  with  credits,  there- 
fore more  resting  to  the  eyes. 

3.  Absolute  proof  that  proper  amount  of  debits  and  credits  have  been 
made. 

4.  It  proves  the  addition  ofw  special  columns  bearing  any  relation  to 
Customers'  Ledger. 

5.  If  an  error  exists,  it  points  out  whether  debit  or  credit  or  both  and 
gives  you  the  exact  amount  of  such  error  or  errors. 

6.  It  proves  that  the  proper  month  has  been  entered  in  the  date  col- 
umn of  any  charge  or  credit. 

LOCATION   OF  ERRORS. 

Look  carefully  through  the  Trial  Balance  to  see  if  a  balance  has  been 
omitted,  or  has  been  entered  on  the  wrong  side. 

Do  not  look  through  your  postings  to  see  if  you  can  find  the  amount 
of  the  error  unposted,  unless  you  think  you  are  familiar  with  such  an 
amount.  The  required  difference  is  generally  made  up  of  two  or  more 
errors. 

Divide  the  amount  of  the  difference  by  nine.  If  it  is  so  divisible,  it  is 
probably  a  transposition  or  a  slide;  and  in  the  latter  case  the  posting  to  be 
looked  for  can  be  ascertained  by  the  following  process :  Amount  of  error, 
$43.56H-9=4.84-=-ll=44.  Look  for  $44.00  posted  as  44  cents.  This 
error  is  called  a  "double  slide.'' 

If  the  difference  is  $18.00,  look  for  $42.00  posted  as  $24.00;  $31.00 
posted  as  $13.00;  $35.00  posted  as  $53.00,  etc. 

If  the  difference  is  $27.00,  look  for  $47.00  posted  as  $74.00;  $14.00 
posted  as  $41.00,  $36.00  posted  as  $63,  etc. 

If  transpositions  do  not  apply,  look  through  the  ledger  for  a  balance 
omitted  from  the  trial  balance. 

Look  for  an  account  closed  but  not  ruled  off,  so  that  last  month's  bal- 
ance has  been  taken  again  this  month. 

If  the  difference  is  an  even  number,  it  may  be  a  debit  posted  as  a  credit, 
or  a  credit  posted  as  a  debit. 

If  the  difference  is  1  cent,  or  10  cents,  or  $1.00,  the  error  is  almost 
certain  to  be  in  addition  or  subtraction  in  drawing  off  the  balances. 

Check  the  footings  of  the  trial  balance,  and  the  carrying  of  the  totals 
to  the  recapitulation  sheet. 

Scan  the  folio  columns  of  all  books  of  original  entry  to  see  if  any  post- 
ing has  been  omitted. 

See  that  you  have  not  forgotten  to  include  in  the  trial  balance  the 
balance  of  cash  account. 
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Look  for  some  small  acccount  ruled  off  during  the  month  to  show  a 
balance,  but  no  balance  brought  down. 

Carefully  check  over  your  sundry  accounts  receivable,  and  notes 
receivable  accounts,  as  these  two  accounts  are  prolific  sources  of  error. 

If  all  these  efforts  to  locate  the  difference  are  fruitless,  check  the  addi- 
tions of  the  ledger  accounts,  and  the  drawing  off  of  the  balances. 

Proceed  to  check  the  postings  as  follows:  On  a  sheet  of  paper  take 
off  from  the  ledger  the  credit  postings  of  cash,  using  a  separate  column 
for  each  week.  Foot  the  columns,  ascertain  the  grand  total,  and  compare 
it  with  the  total  called  for  by  the  cash  book. 

If  the  totals  do  not  agree,  compare  the  totals  by  weeks  in  order  to 
locate  the  difference. 

If  the  totals  agree,  draw  off  the  debit  cash  postings  in  like  manner. 

Also  the  journal  debit  postings  and  credit  postings. 

If  these  all  agree,  draw  off  the  postings  to  the  ledger  from  the  sales 
book,  and  compare  total  with  total  of  sales  book. 

It  is  supposed  that  the  cash  book  and  journal  are  self-proving  so  far 
as  footings  are  concerned,  but  if  the  totals  of  postings  from  the  sales  book 
and  the  total  of  the  sales  book  footings  differ,  the  footings  must  be  checked. 

If  a  purchase  book,  or  any  other  auxiliary  record  is  kept,  treat  it  in 
the  same  manner. 

During  the  above  checking  process  the  error,  or  errors,  must  inevitably 
be  located,  and  it  is  quicker  and  surer  than  checking  individual  postings, 
especially  if  the  postings  are  "called  off"  to  the  book-keeper. 

Also  the  error  may  be  located  in  the  cash  book,  or  whichever  book 
may  be  checked  first,  which  will  obviate  the  labor  of  checking  anything  else. 

The  above  method  of  detecting  errors  is  based  on  the  supposition  that 
the  book-keeper  keeps  his  ledger  in  good  order,  and  distinguishes  his  post- 
ings from  different  books.  If  the  book-keeper  is  a  careless  man,  no  rules 
are  any  good  to  him,  and  he  must  be  left  entirely  to  his  own  devices. 

In  drawing  off  the  above  analysis  of  the  ledger,  check  each  amount 
with  a  different  colored  pencil  for  each  book  from  which  postings  are  made. 
This  greatly  facilitates  the  detection  of  errors,  and  enables  the  book-keeper 
to  keep  exact  track  of  what  he  is  doing. 

Make  a  check  mark  in  folio  column  against  items  not  to  be  posted. 
Where  the  lines  are  left  blank,  it  frequently  happens  that  a  ledger  folio  is 
placed  on  the  wrong  side  and  a  wrong  amount  consequently  posted. 

If  a  difference  occurs,  the  dollars  and  cents  of  which  when  added  to- 
gether make  18,  cut  off  the  cents,  add  1  to  the  dollars  and  this  amount  will 
generally  be  found  to  be  pi  isted  as  dollars  instead  of  cents,  and  vice  versa. 
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If  a  sales  book  is  used  containing  a  credit  column  for  returns  and 
allowances,  carefully  note  that  all  credits  have  been  entered  in  the  proper 
column. 

Where  order  blanks  are  used  errors  are  very  liable  to  occur  in  the 
recapitulation  made  for  the  purpose  of  obtaining  the  total  to  post  to  the 
credit  of  Sales  account. 

A  FEW  RULES  FOR  LOCATING  ERRORS  ON  SPECIALLY  RULED  ACCOUNT  BOOKS, 

ETC. 

On  columnar  cash  books  and  journals  look  for  amounts  which  should 
have  been  entered  in  special  non-posting  columns,  but  which  have  been  en- 
tered in  a  ledger  column  and  not  posted. 

On  Safeguard  ledgers  look  for  balances  which  have  been  transferred 
without  a  journal  entry. 

Where  ledgers  are  separated  into  sales,  purchases,  and  general  ledgers, 
look  for  sales  which  have  been  posted  to  accounts  in  the  purchase  or  general 
ledgers. 

Where  the  Goldman  check  figure  is  used  look  for  double  slides  as 
described  in  Rule  3. 

Also  look  for  transpositions  like  the  following,  $425  posted  as  $524. 

Last,  but  not  least.  Remember  that  a  little  care  in  posting  will  balance 
ten  nights'  work  put  in  to  find  the  error. 

443.  VOUCHER  SYSTEM.— The  method  of  recording  accounts 
payable,  the  voucher  system,  has  established  its  place  in  the  business  world 
of  today  after  several  years'  opposition  and  struggle  against  adverse  con- 
ditions, during  which  time  it  has  proven  itself  to  be  the  prime  factor  in  its 
object  and  applicable  to  all  kinds  of  business. 

From  the  cumbersome  method  formerly  used  and  in  many  instances 
still  in  vogue,  the  voucher  system  in  its  original  form  constituted  the  first 
step  toward  the  goal,  at  which  a  large  majority,  if  not  all,  of  the  modern 
business  houses  will  sooner  or  later  arrive.  As  it  steadily  advanced  toward 
the  present  situation  numerous  objections  were  encountered,  among  other 
things  a  misconception  of  its  proper  application  to  business  by  incompetent 
authorities  causing  still  greater  adverseness  and  rendering  it  in  the  minds 
of  such  parties,  unworthy  of  the  consideration  given  it  by  more  competent 
experts.  It  has  been  found  a  marked  success  by  the  latter  class,  however, 
and  would  not  be  discarded  by  the  first  were  its  design  properly  understood, 
as  the  voucher  system  is  in  no  sense  of  the  word  complicated. 

The  fact  that  the  system  has  been  adopted  in  one  form  or  another  by 
the  United  States  government,  nearly  all  railroad  and  express  companies 
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and  thousands  of  private  corporations  is  certainly  sufficient  indorsement  of 
its  merits  to  warrant  its  permanency.  It  would  be  unwise  to  think  that  the 
present  forms  are  to  remain  in  vogue  for  the  next  century  as  they  will 
gradually  change  to  meet  the  requirements  of  the  business  world  as  the 
present  industries  expand.  Nevertheless,  the  same  idea  and  purpose  of  the 
voucher  system  will  remain  unchanged  and  it  is  improbable  that  it  will  be 
replaced  by  more  economic  methods. 

In  speaking  of  the  voucher  system  generally  it  is  without  reference  to 
any  particular  one  of  the  three  distinct  classes  described  below,  suitable 
forms  of  which  are  given : 

The  first  is  a  system  embodying  the  voucher  and  check  in  the  same 
document,  the  second  has  the  same  ideas  as  the  first,  except  that  the  voucher 
is  accompanied  by  a  check,  the  voucher  not  being  considered  a  check  or 
draft  in  itself,  and  the  third,  a  document  to  which  the  original  invoices  are 
attached  becoming  a  part  thereof  and  requiring  a  separate  check. 


CepTrdEJecTric  LiOhTCo.               Voucher-  Cf)eck 

Address 

IF    NOT  CORRECT  RETLlRN.WITHODT  ALTERATIONS  L  STATE.  DIFFERENCES 

* 

£xar*\if)ed  at)6  er/Tered  09 
voucher  record. 

Approved  -for  payn\erp- 

Entered 

Voucher  Is 
C^ecK  3 

JO 

bisTr-ibuTiof)  of  Ch)ci  r-c>es               . 

Cashier's  Record. 

FORM  1.    (Front). 

The  first  form  is  used  chiefly  by  railroad  companies  and  other  large 
corporations  although  equally  applicable  to  smaller  concerns.     Upon  the 
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return  of  this  one  document  we  have  a  record  of  goods  purchased,  time  of 
purchase,  time  of  payment,  receipt  for  same  and  check  for  verification  of 
bank  account.  In  using  this  method  we  will  meet  with  no  difficulty  in 
keeping  our  account  with  the  bank,  the  voucher  replacing  the  check  book 
stub  for  record  of  checks  drawn  and  comparison  with  checks  returned,  an 
account  with  the  bank  being  kept  in  the  general  or  private  ledger.  Inter- 
lineation or  erasure  invalidates  the  voucher  check  not  unlike  the  ordinary 
check  and  the  greater  opportunity  for  error  is  overcome  by  simplicity. 
Should  an  error  occur  the  voucher  check  should  be  made  "void"  and  re- 
placed by  another.  Uniformity  of  size  and  their  consecutive  numbering, 
being  used  in  making  cash  book  entries,  make  these  vouchers  of  great 
assistance  in  facilitating  auditing. 


<3 


o-r  z: 


Received -frors  Cei)Trfll  LlCclKc Ll^tCo.  Date. 


J9o_No._ 


&eii}£  if)-full  payn\ef)1-  office  accovi)t  tyere'tt) 


_$. 


.Payee 


MOTIf  F        ~Pl's  receipt  pvustbesi^ed  of)|y  bytt^ose .bdvifjd  sucl)  authority  <ai)d 
\\\J  I  HL         ;i)  ir>«.  PiayiQg  I5oqKs  will  f)ot  «a<ce)>>  unless  coi)diTioi)s  ate  complied  wrTI) . 


Wfyen  properly  receipted  Tl)is  voucher 
cfjecK  (s  payable  a~t 

Fi  r&t~  NaTfoi)al  &at)K 
Sjbr/'ojfie/J,  Mass 


CENTRAL  CLtCTRIC  LICHTCo 

Thjis  voucher-  cl)CcK  is  £ood  ot)|y 

wl)er)  si^ljed  by 


Litye  of  fold 


FORM  1.    (Back). 

The  second  may  be  credited  with  all  the  important  features  of  the  first, 
but  a  separate  check  is  used  requiring  a  check  book  and  involving  a  greater 
amount  of  work. 

The  third  minimizes  labor  by  avoiding  transcription,  yet  the  practice 
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of  attaching  original  invoices  to  vouchers  may  be  a  question  of  considerable 
discussion  as  extra  postage  is  required  and  the  bulk  of  the  matter  is  often 
times  a  hindrance.     We  of  course  must  take  into  consideration  that  in  any 


VO  UCHE.R 


Ccotral  Electric  Li  {htCa 


NO.  234 


Nflnxe  Jlotffiern  Svpf>/</  Co. 
Address    Ckiie/ancl.O. 


Paid       February  I- iQob 

Cf)ecK  N  o.     2/4-0 

Cash)  foooK  Folio    311 


Di  stVi  biTTf  o  o 


Carboo  s 


Globes 


L 


a  m  h 


StbcK 


114-0 


5o 


3oo 


5o 


FORM  2.    (Back). 


Optra  Itlectric  Li^t -Co. 

Jlotffern  Svhh/u  Co. 

C/ede/anJo. 

Paid         CljecKNo.       Ob.Foli* 

bi  sTm  biTTior). 

FORM  3.     (Back). 


of  the  three  forms  the  voucher  must  be  properly  approved  for  payment  by 
an  official  of  the  company  designated  for  the  purpose  and  in  this  particular 
a  great  amount  of  care  should  be  exercised. 
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The  voucher  record  provides  information  concerning  goods  purchased 
and  expenditures  of  whatever  nature.  The  form  given  herein  is  self 
explanatory,  bearing  out  the  same  principles  as  used  in  other  kinds  of 
business.  The  totals  of  the  columns  are  posted  to  their  respective  ledger 
accounts  at  the  close  of  each  month  and  treated  in  financial  statements 
according  to  their  representation.     By  the  use  of  this  record  we  can  readily 


N0JLJiL          Central  Electa  Lioht  Co. 

'      S|DNr)C)ji'eldiMcilSS 
To       Jlorfhern  Su/ojo/y  Co.     LV 
lQoj                                                                 C/ede/and  Q 

Jarj. 

i 

iby  Mdse   per-  attached  bill 

bOO 

h'\  scour)"!- 

bo 

54-0 

5 

ii         ii           >           • 

1  oo 

1  oo 

$    bM-O 

Correct"                                                       Approved 

Received -fronx  Central  Electric  LiihtCo    February  i.  iq0£. 
-rt)esun\of 5/X    hundred  fot-iu hollar*. 

IN   FULL  PAYMENT    OF  AfbOVE     STATE.  ME.  NT. 

.Tlorrftern    SuhhU,    Co. 

s!*q  be ^     '    J 

FORM  2. 

ascertain  which  classes  of  goods  are  selling  the  best  and  yielding  the  most 
profit,  very  important  factors  in  up-to-date  business.  An  index  is  used  in 
connection  with  the  voucher  record  which  should  be  designed  so  as  to 
show,  first  the  name  of  our  creditor,  followed  by  twelve  columns  represent- 
ing the  twelve  consecutive  months  of  the  year  in  which  to  record  the  num- 
ber of  the  vouchers  for  the  same  party  during  this  time.  For  example, 
John  Jones — Jan.  2»J0 — Apr.  .".40,  etc.,  represents  vouchers  for  John 
Jones  in  January.  No.  260,  etc. 

A  column  is  provided  on  the  credit  side  of  the  cash  boi  ik  f<  »r  "Vouchers 

Payable"  and  payments  entered  in  the  cash  book  are  represented  in  the 

.voucher  record,  check  number  being  given,  all  payments,  no  matter  how 
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small,  to  be'  made  by  check  forms  one  of  the  essentials  of  this  system. 
"Unpaid  Vouchers"  account  is  carried  in  the  general  ledger,  to  which  we 
post  at  the  close  of  each  month,  the  total  of  vouchers  issued  as  shown  on 
the  voucher  record.  The  footing  of  "Vouchers  Payable"  column  in  the 
cash  book  is  posted  to  the  debit  side  of  this  account,  the  balance  showing 
the  amount  of  vouchers  outstanding  and  unpaid. 

Petty  cash  comes  under  this  system  by  making  a  voucher  for  a  stated 
sum  and  one  monthly  thereafter  for  the  actual  amount  of  petty  expenditure 
bringing  the  new  balance  to  the  original  sum,  any  abnormal  increase  being 
easily  detected.  If  the  voucher  is  to  be  used  in  payment  of  wages  the  check 
shall  agree  with  the  amount  stipulated  therein. 

The  several  bills  which  make  up  the  items  of  the  voucher  should  bear 
the  following  indorsements : 

O.  K.  of  receiving  clerk  that  goods  have  been  duly  received. 


— 

Cerjtral  EJectric  LijhTCo. 

To      Jlorthern  Sttftb/u  Co.    f)r. 
C/eoe/anJ,  0. 

Correc 
H)e  sDf 

t                                              Approved 

Received -frorr\  Cef)1>cil  fLlecth'c    L'l^TCo. 
t\   of.                                                                                             hollar 

& 

IN  FULL  SETTLEMENT    OF  ABOVE    ACCOUNT. 

iifo  Here. 

I 

FORM  3. 


O.  K.  of  purchasing  agent  or  committee  that  prices,  etc.,  are  correct. 

O.  K.  of  the  book-keeper  that  extensions  are  correct. 

O.  K.  of  the  auditor,  and  the  voucher  itself  should  be  approved  for 
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payment  by  the  proper  authority.  Thus  it  will  be  seen  that  dishonesty  by 
the  double  payment  of  the  same  invoice,  for  goods  not  received  or  without 
authority  cannot  occur  without  collusion  of  several  officers. 

Elimination  of  ledger  accounts  with  creditors  is  effected  by  the  use  of 
this  system  which  saves  posting  to  these  accounts  from  the  journal  after 
the  invoices  were  entered  thereon  according  to  the  old  method  and  does  not 
require  separate  receipts,  acknowledgments,  statements,  etc.  Ready  refer- 
ence to  terms,  discounts,  sizes,  etc.,  in  fact  all  data  regarding  purchases 
may  be  obtained  from  paid  vouchers  on  file  which  are  sufficient  proof  of 
payment,  plain  and  fully  eNplicit.  By  using  the  voucher  check  the  invoices 
always  remain  in  the  office. 

There  are  cases  which  come  before  us  at  different  times  where  parties 
evidently  unfamiliar  with  the  proper  use  of  the  voucher  system  make  out  a 
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separate  voucher  and  check  or  voucher  check  for  each  invoice,  therein'  in- 
creasing the  amount  of  labor,  cost  of  material,  postage,  etc.,  but  such  a 
system  undoubtedly  shows  lack  of  good  judgment  on  their  part. 

R.  H.  Spear, 
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444-     Some   Illustrations  of  Vouchers. 
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445a.  A  Panama  Voucher  Record. — The  Accounts  Receivable 
Voucher  is  known  as  a  "Red  Voucher"  and  is  always  printed  with  red 
ink.  This  voucher  is  used  when  settling  all  accounts  in  favor  of  the 
company  against  outside  individuals  or  companies,  viz.,  John  Brown 
orders  a  special  train  for  which  he  pays  a  stated  amount,  which  amount  is 
received  by  agent  of  that  department,  who  in  turn  makes  out  voucher 
against  John  Brown  for  price  of  the  special  train.  Three  copies  are  always 
filled  out — original,  duplicate,  triplicate,  and  sometimes  five  or  six.  He 
then  sends  the  voucher  to  the  auditor's  office,  where  it  is  checked,  it  is  then 
sent  to  the  cashier  who  collects  on  same,  after  which  he  debits  cash  with 
the  amount,   credits — in  this   instance.      Special   Trains  account  with   the 
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amount,  and  returns  the  duplicate  and  triplicate  copies  to  the  auditor,  giv- 
ing the  original  as  a  receipt  to  John  Brown.  At  the  month's  end  the  audi- 
tor, after  balancing  all  accounts,  forwards  one  copy  to  the  New  York 
office  of  the  railroad  company,  keeping  the  other  on  file  for  record  on  the 
Isthmus. 
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The  Accounts  Payable  Voucher  is  known  as  a  "Black  Voucher"  and 
is  always  printed  with  black  ink.  This  is  used"  by  the  railroad  company 
when  settling  all  accounts  in  favor  of  outside  companies,  etc.  The  regula- 
tions regarding  the  filling  out  of  this  voucher  are  the  same  as  with  the 
accounts  receivable  except  when  only  original  and  duplicate  copies  are 
necessary.  It  is  also  necessary  that  the  purpose  of  the  voucher  must  be 
shown  on  the  inside  of  each  and  the  amount  distributed  to  the  proper 
accounts  on  the  front  of  same;  the  blank  spaces  in  the  distribution  column 
often  come  in  useful.  Also  all  vouchers  are  signed  first  by  the  head  of 
the  department  by  which  they  are  issued,  then  by  the  auditor,  by  the  gen- 
eral superintendent,  and  finally  when  settled  by  the  cashier  in  case  of  the 
Accounts  Receivable  Voucher  or  by  the  payee  in  case  of  the  Accounts  Pay- 
able Voucher.  This  system  is  most  reliable  and  one  easy  to  keep  check  on, 
as  the  total  of  the  different  accounts  must  agree  with  the  total  of  the 
vouchers. 
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446.  Voucher  Checks. — A  voucher  check  is  one  on  the  left 
hand  side  of  which  a  space  is  provided  for  a  statement  of  the  account  paid 
by  the  check.     This  is  frequently  in  the  form  of  an  extra  stub  with  a  per- 


il  «« 


WHI'llllll  III 


THIS    BBAFT    IS    IN    PAYMENT    OF    THE 
FOIXOWIMC    ACcauNT: 


ULSiA.. 


fin 


w 


zij 


AJL'jU 


m 


1 1  UJl 


No.   2467 


PHILADELPHIA. 


rfTU^A?  m>3. 


7 


J.  E.  STERRETT 

CERTIFIED  PUBUC  ACCOUNTANT 


Pap.  to  tijr  /yf 


<zJ,4&~t  ,/KAAsn  ^A^^fU, 


*z±& 


So 

XETPT  REQ 


foration  between   it  and  the  check  proper  so  that   it  can  be  detached   if 
desired. 

By  the  use  of  this  check  not  only  is  a  receipt  secured  for  the  amount 


Kansas  City,  190  -V©         ^00 

Received  from  THE  KANSAS  CITY  LIVE  STOCK  EXCHANGE, 

DOLLARS,  t 
in  full  for  account  as  stated  below. . Payee- 


nu  Tm*m,  ttm fwp»>  — *  "* '  ■"'>■■<■  * 


Its  T**»c  u  |M  .«!>  «*<•  <v~*  H 


of  money  paid,  but  an  acknowledgment  is  also  taken  for  the  particular  ac- 
count to  which  it  is  applied.     As  it  is  payable  through  bank  a  receipt  is 
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always  secured,  and  the  labor  of  making  out  remittance  blanks  and  of  filing- 
returned  receipts  is  eliminated.     Incidentally,  its  use  removes  a  consider- 


p)^i^^i,V>j^^^:.^^^»^^^»;^^V»^»»*>»V»»*^»-^ 


i**W»***+»53 


C-3 
0-3 


Alfred  Dolce  RBfg.  go, 


Upon  the  payee  executing  la 
Ink  the  Receipt  on  the  left  end 
of  thlt  Check  end  endorsement 
on  baok. 


No. 


Los  Angeles,  California, 


190 


Farmers  and  Msrc^arts  Hatiowal  Sank 


LOS  ANGELES 


'Dollar's 


Countersigned  by 


ALFRED    DOLGE    MFG.   CO. 
By 


-,  ,f,^e^g-g«-*e*<S€»« 


£***&******:*«*€**<**■******  «****« :*-C€««=g« 


ff  f*&e***-*ee«*»a!#tit4&&e<: 


Alfred  Dolge  Mfg.  C 

Los  Angeles,  Cal. 

D. 
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able  tax  from  houses  receiving  a  large  number  of  remittances,  who  are  gen- 
erally required  to  make  acknowledgment  and  pay  postage  thereon. 

447.  COMBINATION  VOUCHER  AND  CHECK.— This  is  con- 
sidered to  be  a  labor-saving  method  and  is  much  used  by  large  corporations. 
From  our  first  illustration  it  will  be  noted  that  the  statement  of  account 
paid  and  the  distribution  is  printed  on  one  side  of  the  sheet,  while  the  other 
side  contains  the  check  and  space  for  receipt  or  indorsement. 

The  advantages  of  a  form  of  this  kind  have  been  summarized  as 
follows : 

An  ordinary  check  records  writing  of  date,  name  of  creditor,  and 
amount;  filling  in  of  stub  of  check  with  date,  name  and  amount,  and  enter- 
ing in  cash  book  of  date,  name  and  amount,  statement  sent  with  remittance 
also  bears  date,  name  and  address  of  creditor,  and  frequently  a  letter  of 
advice  is  enclosed,  which  also  bears  date,  name  of  creditor  and  address. 

By  the  adoption  of  the  combination  voucher  and  check  illustrated  the 
date,  name  and  address  of  creditor  is  written  only  once,  and  the  return  of 
the  voucher  is  insured  by  the  return  of  the  check  through  the  bank. 


Chicago 

CORI5IN  SONS  &Co. 


it)  Account"  wi1r7_ 


Invoice   rendered    y^oi 
Less    discount- 

Tr,e    FirsTNnTioOll  tooi)K 

ofCbitofo. 

Pfly  Tlfe  on\OLff)T  of  TT)is  voucher     , 
chjecK  TbTfje  order  of  T1)e 
Payee  "(jer,  properly 
receipted. 


Signed 

Counter  Si£ned_ 


Received  of  Corbir,    Soi)S>  £,  Co. 


Paye 


■sPf  ("I  Al     NOTIf  F      """fT5  "*»>T   *>«  »'(0«d  I)  Ir*  by  ooe  (,Ovii,S  prop.-; 


Voucher  CI)eeK  No 

Corbii)  S09&  LCo. 

Chicago 

1 9  Account  wiffj 

cWfflT Oa*tr  £  r». 


j^smj. 


Accourjt^. 
dourpal  Fain 
Cosl)  Folie_ 
Record  No  . 

Indexed 

Cerfrfi<J_ 


JTLi'i 


Th«  First  Nalfoijdl  6or)K 
of  Ct)ica6o 

ill  poy  Trje  iln\ouo>  of  Tl)i»  .oue^r 
etKToT^e  order  ofttjt  P*y*e,*.l)*9 
-«t>«rl,    recpr.d 


ENDORSEMENTS  Ml,  AMCAIt 
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To. 


No. 


TRENTON   PAPER  CO. 


Purchase  authorized Supt. 


EXAMINED  AND  FOUND  CORRECT 


This  space  is  icserved  for  endorsations. 


Auditing 
Committee 


Received  of  the  TRENTON  PAPER  CO.  the  sum  of 


.  Dollars 


in  full  settlement  of  the  within  account. 


NOTE — Payee  will  also  please  sign  on  the  first  unused  line  above  to  cer- 
tify to  the  correctness  of  the  account  and  prevent  addition  of  other  items 
after  return. 


No. 


Trenton,  N.  Y .......190.... 


COMMERCIAL   BANK 

TRENTON,  N.  Y. 


Pay  to  the  Order  of. 


,  Dollars 


TRENTON  PAPER  CO. 


Pres't 
Sec'y 


200 


418-450 


Students  Library  of  Special  Forms* 


448.  GENERAL  BALANCE  SHEET  of  a  carriage  manufac- 
turing    COMPANY     AND     COMPARISON     OF     INCREASE     AND     DECREASE      OF 

assets  and  liabilities. — In  this  business  it  will  be  noted  that  the  treasurer 
keeps  a  separate  set  of  books  and  is  debited  with  all  cash  receipts  and 
credited  with  cash  expenditures. 

It  being  a  prosperous  company,  there  is  no  provision  for  the  treas- 
urer's account  on  the  credit  side  of  the  balance  sheet. 

The  column  on  the  left  hand  side  of  debit  and  credit  accounts  are  for 
the  figures  of  the  previous  statistical  period.  The  difference  between  these 
columns  is  entered  in  the  increase  and  decrease  columns. 

While  this  is  called  a  general  balance  sheet,  it  is  actually  a  combination 
trial  balance  and  balance  sheet,  the  revenue  and  trading  accounts  being 
assembled  at  the  foot  of  the  sheet. 

449.  COMPARATIVE  STATEMENT  OF  GENERAL  EX- 
PENSE.— On  this  statement  the  accounts  entering  into  general  expense 
are  listed  and  a  comparison  made  with  the  preceding  unit  of  time  covered 
bv  the  last  statement. 


Comparative  otflteP\er)t  of  General  E*|:>e9?>es/ 

Name  of  Account 

For io,o_ 

Previout 
Year 

Increase 

Decrease 

Fron\ i<)o. 

To "Jo. 

Same  Period 

Previoui 

Year 

|t)crecne 

Decrease 

To  Tali 



450.  COMPARATIVE  STATEMENT  OF  MANUFACTURING 

EXPENSE. — On  this  statement  the  accounts  entering  into  manufacturing 
or  trading  expense  are  listed  and  a  comparison  made  of  the  preceding  unit 
of  time  covered  by  the  last  statement. 
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Carnapz   C  op\  bo  r>y. 
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CompnrflTive  StflTmerit  of  Mflr^fncli/i-n^  E.xpei)ies  MorjTtj  of                                             i<|o 

Name 
AC(oi;i)r 

iqo 

Same  Period  Previous  Yett  r 

UEPARTMENT5. 

£}E.PARTM£NTS. 

fc&X, 

Mb* 

Dianowpdima 

Axle 

Vanji'sl) 

Tofnl 

Total 

Toaj 

If  IM  V 
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foMlo. 
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Axle 

Vi'dino 
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M 
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451.  MONTHLY  STATEMENT.— This  is  a  form  of  monthly 
statement  arranged  for  the  record  of  business  transactions  of  a  lead  and 
color  manufacturing  company  and  is  very  complete  in  the  amount  of  infor- 
mation presented. 

First  comes  the  record  of  sales  and  the  cost  of  selling. 

Expense  is  subdivided  into  general,  office,  and  advertising,  and  per- 
centages are  calculated  on  sales. 

On  the  next  page  is  shown  a  statement  of  assets  and  liabilities,  the 
subdivision  of  the  pay  roll,  the  amount  of  goods  manufactured  during  the 
month  as  against  amount  of  sales  and  other  useful  information. 

452.  This  is  the  Balance  Sheet  and  Profit  and  Loss  account  of  an 
axle  manufacturing  company,  and  presents  no  special  features  for  remark. 

453.  This  is  the  Monthly  Balance  Sheet  and  Profit  and  Loss  account 
of  a  buggy  manufacturing  company.  It  also  does  not  present  any  special 
features  for  remark,  although  the  details  are  worth  attention. 

454.  This  is  the  Daily  Comparative  Report  of  a  hotel  ruled  for  seven 
days  on  each  page. 

On  one  page  are  the  earnings  from  the  different  departments,  the 
expenses  and  cost  of  supplies,  and  calculation  of  average  cost  and  earnings 
per  guest. 

It  would  be  an  improvement  to  show  on  this  report  the  cost  of  each 
department  independently,  such  as  the  hotel  proper,  cafe,  bowling  alley, 
billiard  room,  cigar  stand,  news  stand,  barber  shop,  etc. 

On  the  next  page  is  shown  details  of  cost  of  supplies  and  record  of 
stock  received,  issued  and  on  hand.     (See  paragraph  432). 

455.  This  is  a  Yearly  Comparative  Statement  used  by  a  beet  sugar 
manufacturing  company  which  may  impart  useful  ideas  to  those  interested 
in  other  lines  of  business  where  yearly  comparisons  are  of  value. 
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5ttifen\ei)t  Moottj  of                                  iqo 

'      CtNfcRAL. 

Resources  apd liabilities 

Goods 

PRocycTiON 

SALES 

ForMbrjTTj 

To  bate 

ForMot)r1j 

To  bate 

Resources. 
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Real  £  stale.  5tAuh,'0  A  ve$ 

fte<tl£itaTe.                       $ 

Tofitl  Real  Estate 
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- 
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White   Lead  L  ColorWorK-s. 
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AXLE  COMPANY 
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Monthly  Statement  of  the  Buggy  Company 

At  Close  of  I5i>5ii)ess 
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456.  This  is  the  Balance  Sheet,  Statement  of  cash  receipts  and  expen- 
ditures, Profit  and  Loss  Statement,  and  Trading  account  of  a  manufactur- 
ing ice  company,  which  .  also  furnishes  particulars  as  to  the  amount  of  ice 
manufactured,  the  cost  per  ton,  and  the  average  selling  price  per  ton. 

It  also  includes  a  record  of  vouchers,  which  is  somewhat  unusual. 

457.  This  is  the  Monthly  Statement  devised  for  a  wholesale  cigar 
business,  showing  assets  and  liabilities,  leaf  tobacco  and  cigar  sales,  selling 
expense,  cash  sales,  and  increase  and  decrease  of  volume  of  business.  (See 
paragraph  435.) 

458.  This  is  the  form  of  ledger  used  by  a  large  ice  company  devised 
on  the  tabular  principle.  Each  account  is  allowed  twelve  lines,  bills  being 
rendered  once  a  month. 

Extra  ice  is  added  to  the  regular  supply  as  per  contract  and, the  total 
entered  in  the  debit  column. 
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459.     This  is  a  hotel  ledger  devised  on  the  tabular  principle.     Board 
and  extras  are  assembled  in  the  total  debit  column. 
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460-463 


460.  This  is  a  ledger  devised  for  a  real  estate  company,  also  on  the 
tabular  principle. 

This  form  would  be  improved  by  the  addition  of  a  balance  column 
which  would  show  amount  of  arrears. 

The  total  rent  for  each  month  is  debited  to  Rents  Receivable  account 
in  the  general  ledger. 


Real  E. state. 

Tei)fli)f 

Rei)Tnl 

No. 

STreeT 

Water 

TdX 

)c\t)feb. 

bate 
Paid 

FebMcl). 

bale 
Paid 

iqo_ 

HtyApr. 

bate 
Paid 

Afjr.Mfly 

bate 

461.  This  is  a  traveling  salesmen's  record,  showing  amount  of  sales, 
expenses,  etc.,  per  month.  This  form  is  used  by  a  drug  manufacturing 
company  employing  a  large  number  of  traveling  salesmen. 


Traveler                                                              fVite  o\F\rst  trnSaber\erjt' 

CorVTrncf  \(\oi    Sidled Expires Sd lory 

i<jo5.                         ,                   ,               (ornmer/ts 

\(\0k.        . 

iectioo 

Mo. 
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LlVCry 

Hotel 
arid 
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Miimbs 
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Ti3i'j)l>lfjft 

Tr<ip>po* 

M.D'» 

RfborT&f 

bri)i5 

Reported 

LffTfri 

Wrifi) 

* 

Jodn)a| 
Work 

t?en\ar\s 

462.  This  is  an  insurance  register  used  by  a  large  chemical  manufac- 
turing company  having  various  branches  in  different  cities. 

463.  This  is  a  regular  columnar  journal,  the  peculiar  feature  of  which 
is  the  record  of  disposition  of  accounts  payable  on  the  credit  side,  answering 
the  same  purpose  as  a  check  register. 
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464.  This  is  a  columnar  journal  submitted  in  order  to  give  the  student 
an  idea  of  the  way  in  which  ledgers  are  sectionalized  in  large  businesses, 
each  ledger  being  proved  separately. 

465.  This  is  an  example  of  a  factory  order  blank  used  with  the  Fisher 
book  typewriter,  a  number  of  copies  being  made  at  one  operation  and  dis- 
tributed among  the  different  manufacturing  departments. 
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466.  This  is  a  rather  unusual  form  of  combinatii)ii  check  register  and 
pay  roll,  where  both  day  and  piece  workmen  are  paid  by  check. 

467.  This  is  a  form  of  suspense  ledger,  or  record  of  doubtful  accounts. 
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Account  trflrjjf erred  frorrv  Ledger     Folio. 


Residence. 
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~We 
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Our  Lawyer's  oam.e  ano *  address 


bate  oj  hlacing  d<liir\  /q  p/>  fyaodi 
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468. 

469.     These  are  loose  leaf  records  of  disbursements  on  account  of  main- 
tenance and  expense,  showing  proper  distribution. 
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Hotel.     Record  of  iMsbursenerjts.           Mcurjteyayct  L\\>ei)it. 

bflte. 

Name 

chjecK 
No. 

AfMT 

ENGINE  ROOM 

Fuel 

Wflter 

Oil, 

Waste, 
Etc. 

ELECTRIC  PLANT 

Elevator 

ODILDINC  REPRs 

WdfU 

Repairs 

Wd£es 

Repairs 

Exterior 

Interior 

470.     This  is  a  record  of  letters,   etc.,   forwarded   for  guests  in  the 
hotel  business. 


i<jo_                          Record  of  Letters,  etc.,  Forwarded. 

bate 

r'  Mtfime 

Forwarded  to 

Doti'l 

Letters 

Telegrams 

Postal  5 

PrC^ 

471.  This  is  a  check  system,  or  ledger,  to  which  all  debit  and  credit 
entries  in  the  ledger  are  posted  (amounts  only)  from  the  books  of  original 
entry,  the  recapitulation  at  the  top  of  the  page  furnishing  the  proof. 

This  is  undoubtedly  a  laborious  and  costly  method  of  proving  the 
accuracy  of  the  work  on  the  books,  but  it  is  illustrated  so  that  students  may 
have  an  opportunity  to  study  its  workings. 

472.  This  is  a  daily  record  of  advertising  records,  showing  number 
of  inquiries  and  orders  received,  and  samples  furnished  to  inquiriers.  (  See 
p.  307). 

473.  This  is  an  advertising  record  used  by  a  medical  company.  Each 
day  the  date  of  insertion  is  checked  off  on  the  calendar. 

474.  This  is  the  cost  sheet  of  a  carriage  manufacturing  company. 
"Percentage  on  labor"  refers  to  indirect  expense.     (See  p.  311). 

475.  This  is  a  real  estate  mortgage  record.     (Sec  p,  .".1  1  ). 

476.  This  is  a  steward's  weekly  report  in  the  hotel  business,  showing 
supplies  issued,  costs,  and  balance  on  hand.     (See  pp.  30S,  309). 
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Part 

NOYES 
FcrVehic 

Carriage.    Company 

ElKKoct,  Irj  J. 

e  No.                      Cost  os  of 

I 
date 

Ni>mb«>- 
rv°f 

Piece* 

Mflteri'fll 

Qwi)tlly 

Price 

Mock 
Total 

1» 

00 

SfotK 

Tune 

Rate 

Lflbot- 

toiyii 

7* 

or> 

Tofal 

ficicfor^ 

Cost 

Crflfjd 

TOtfll 

P\ate 

Moi-T{fl*or 

CnnnTy 
Transferred  to                                         Dote                         l<Jo 

MorTaaqe  No 

/.<•> 

5/«* 

bescribtfoi, 

^~N 

bare 

ida 

■=v    ) 

Amount- 

Loon  PrehaiJ 

iflo 

Foreclosed 

\6o 

Real  Estate  No. 

Title  Absolute 

I<JC 

bolJ 

iq« 

iolj o<j  Contract 

K)o 

Jolcloi)    Contract 

4« 

conTract  No 

Paid  /i  fun 

I« 

ReleaitJ  bescri'htr*n 

f~^ 

Location  Street  /)/a. 

H    ) 

Size  of  Rem  Estate 

TAX     RtCORb. 

Year 

c^ 

City 

S^ccmi 

477.  This  is  a  geographical  record  card  showing  location-  of  machines 
sold,  so  that  when  inquiries  are  received  from  any  section  of  the  country 
tiie  party  making  the  inquiry  can  be  referred  to  users  in  that  section. 

478. 

479.  These  are  illustrations  of  retail  purchase  and  general  ledgers  used 
in  a  retail  and  wholesale  dry  goods  house. 

Note  the  folio  columns  which  are  used  for  the  purpose  of  recapitulating 
items  posted  from  different  books  should  the  trial  balance  not  agree. 

480.  This  is  a  combination  journal  and  cash  book  usde  by  a  bottling 
works,  showing  distribution  to  departments,  or  different  kinds  of  packages. 
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State 

C  0  u  rjty 

Towi)                                                 A 

Order  No 

Ownfr  Or  US«r 

NO. 

Af«nl"5eHii)^ 

bnTf  Sold 

Used  to 

bate  Sobbed 

At-Ti'cles 

fecial 

Er,Ter  acceptances 

^InJ  CTorr\ bifli'rjfj   on  bflcK  of  CflrJ. 

177 


!>h>eeT  No. 

Ledger  a. 
Rptn'il 
Mi'chael  Kbrcu. 

[Ncir\e 

Account  No. 

- 

Address 

Me 

Item 

References 

debits 

Credits 

References 

ITenv 

D^ite 

Acct. 
Sales 

JoDnpl 

Dook 

Ct>K. 

Re£. 

Detail 

Total 

Total 

,  Mail 

Acct. 
idles 

Jodh)(iI 

Ciisb 

OoOK 

47S 


>b 

eet  h 

io 

N<nr\e 

L«tl£€rC. 
Foreiirj   c\r)ii   Ir^bersonal 

M \'c\)c\e\  hroy 

Account  h 

0, 

Address 

Date 

iten\ 

References 

Debits 

Credits 

References 

lTer\ 

Mi 

li)Voi<e 
Date 

Journal 

ftooK 

ChjecK 

Re£. 

blK. 

Dclfih  v 

Totol 

Totil 

J  Mil  1 1 

Jourjul 

Cash 
OooK 

ct)ecK 
Re£. 

Invoice 
'No. 

1 
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R  6etzlct-  L  6oi)i»,Kcii)insCitylMo. 

Sl)eetNo. 

Monti)  of Combined  J  ourrjfl  1  c\t)6  CdSl)  fbo-oK. 

Extra    ias\) 

Ex(j«i)Jf 

Misc. 

Folio 

bait 

i%\>\a^a1\oi) 

bfie 

Folio 

Misc. 

Fouijts 

3od<J 

QT». 

S;n»|> 

Wi'i)C 

CdJK 

Extra 

i 

481.  This  is  a  form  of  cost  summary  used  by  many  blank  book 
manufacturing  companies,  showing  actual  cost  of  production  of  every  job. 

This  sheet  is  turned  into  the  office,  where  price  is  made  if  not  quoted 
prior  to  work  being  secured. 

The  portion  of  the  form  for  the  foreman  is  returned  in  the  office  and 
kept  in  a  waiting  file  until  the  foreman's  ticket  is  received. 

482.  This  is  a  combination  day  book,  ledger,  and  cash  book,  devised 
for  a  bakery.  The  accounts  are  written  up  each  month,  the  driver  having 
the  book  of  original  entry.  When  going  out  on  his  round  the  bread  is 
tallied  and  on  returning  is  checked  and  balanced  according  to  his  delivery 


- — ' ■ ■          — ■ ' — 
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6 

book.  The  debits  are  then  entered  on  this  form  and  statement  rendered  at 
the  end  of  the  month.  When  settlement  is  made  cash  is  entered  in  the 
column  provided  for  that  purpose. 

483.  This  is  the  monthly  cost  record  of  a  coal  mining  business,  also 
showing  particulars  of  general  expense  incurred. 

484.  Another  example  of  a  cost  summary  devised  for  a  coal  mining 
company,  a  record  of  sales  being  provided  on  the  left  hand  page. 
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No.  i*5i» 


WORK  TICKLT. 


-     L.M.JENKINi 
(>•••<  Manufacture 


Tftr* 


date  of  Tickct 


bare  Sent  1~°  Oinde 


<p<>ety 


Cvstofher's    narr^e 


rjym.be i-  tobies 


A  ate  uicjpTe  J 


Title  of  Job 


£ 


Csesc/i prion    of  UJorK 


No.  Wbh- 


WORK     TICKLT. 


bale  of  this  Tie  tret 
bate    JWefn.ted 


bate  Jegt  n  ttindery 


bare  Com 


\hle1ed 


Title  of  Job 


beschipti on   of  Wo~r~/\ 


R  E  CA  PITU  LATI  ON 


X 


Price  Charged 


To/a/  cost  of  Lab 


£- 


Total   Cost  Jf   Jtocix      J 


4r 

All  offer £-%pense 


yrorp  inust put  tirr-r 


,,*  „urn  ;■,„,,   ncwnr  vnuyyjcn  uniri>  uiivuipanic*  vy  /fin  nine:  ■  una  rmnicyrei  acinf  my  parr  ^ 
ni)</ITo(KtUjtiimeilifiH,'i  tiiktr.ilmi  tflfflteir  game.  Fer  onvfurrhfr  iriStrii'Tiani  a ftfon  foreman  £//  co'ir'iolumt  'are  to  be  filled  "t  office ._ 

WorK 


(vrtinn  Paper 


WOrKrMnt) 


H  rs.     M  i  i) 


Coi-t" 


Foldiotj 


Pasting  in  leap 


Gathering  anil  Collaring 


Pressing  SheeP 


5am 


r^_ 


Serving 


Folding  Waste 


Putting  o/>  Haste  and  basting 


Ci'ttina  boon i 


Qlveiiia  and  rounding 


i/ding 


<uq_ 


Oaclfinn 


04- 


lw?j  Pfi 


Ta 


a  Jin  a  in 


MaffYng 


Lacing  or  pasting  boards 


Puffing  on  L  either  or  baclrt 


Putting  on  Corners 


Man,  i><j  Waste 


Si'dinaup 


siding 
PW>0 


Pasting  ah  boeiri 


fn'rcj'. 


/Vjja\pering 


Cutting  Ooards 


Cutting  L ealKe 


Culfirfg  C/pTfj- 


Cuttiijg  M.  poher- 


laying  on  Cold 


Stamping 


(GfiJ 


( ')/r ) 


(blanrr  "} 


lii/lii 


AC- 


TaHrl  CosT  of  La  bo 


Han? 


QVANT  ITY 


Ooardj       (Hind*) 


I  (other (find} 

c/orir  M.y.y.Ar '.£*nn g 


Marble  paper 


(offon 


apd  'tain 


Crash  Snd  lining  pa  be 


7t 


<°<tflt>-  (Kip 


Cold 


Paste,  oh  et  in  ft,  err. 


Totql   Coir   of  JtbcK 


ANY      OTHElR     EXPENSE.. 


Prig  II  nn 


Oo 


>-4±- 


Q  ray  gge 


Total  o/tier  E-*.henses   or,  Job 


fyaie  eton\iged  tlje  abov*    and  fori  it  correct: 


Forrrr^fi  i\. 
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485 


Accounting  Systems  Devised  For  Various 

Businesses. 


485.     ACCOUNTING  FOR  CLUBS. 
To  the  Members  of  the  Club : 

Gentlemen : 

The  Board  of  Governors  submits  the  following  statement  of  the  finan- 
cial condition  of  the  Club  for  the  year  ending  December  3lst,  1902. 


ASSETS 

Cash  on  hand  and  Accounts  due. 
Supplies  on  hand  as  per  Inventories. 
Stamps  and  outside  service. 
Club  house  and  grounds. 
Furniture  and  equipment. 


LIABILITIES. 
Library. 

Outstanding  current  indebtedness. 
Dues  1903  in  advance. 
Bonds,  1910,  iy2%. 
Balance   (net  assets). 


Abstract  of  Lxpeodlfures  forttje  Morjtl)  o\                                          \(\q 
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BAR. 

Exhibit  "D." 
Supplies  Used. 
Wages    and    Expense. 
Gross   Profit. 


RESTAURANT 

Supplies    Used. 
Wages    and    Expense. 
Gross   Profit. 


TRADING    ACCOU  -NTS. 

CIGARS 

Receipts.       Supplies   Used. 

Wages  and  Expense. 
Gross  Profit. 


Receipts. 


CARDS 

Supplies   Used. 
Wages  and  Expense. 
Gross  Profit. 


BILLIARDS 

\\  ages  and   Expense. 
Gross  Profit. 


Receipts. 


Receipts. 


Receipts. 
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bflily  Renter  of  1  r)vo"ice5  fort^e  M09HJ  of                            l<Jo 
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STATEMENT  OF  REVENUE  AND  EXPENSE  FOR  1902. 


Bar  (net  profit). 
Cigars   (net  profit). 
Restaurant  (net  profit). 
Cards  (net  profit). 
Billiards  (net  profit). 
Total  net  profit. 
Rent  of  Cue  Racks. 
Rent  of  Letter  Boxes. 
.Membership  Dues. 
New  Members'  Dues. 
Entrance  Fees. 
Miscellaneous. 
Interest  on  Deposits. 


Miscellaneous. 
Wages  (gen.  service). 
Stationery  and  Printing. 
Newspapers  and  Magazines. 
Toilet  Sup.  and  Expense. 
House  Cleaning  Sup.  and  Expense. 
Taxes. 
Water. 
Telephones. 
?"uel. 
Gas. 

Electric  Lighting. 
Electric  Fans. 
Livery. 

Rep.  &  Ren.  Bldgs.  &  Fix. 
Rep.  &  Ren.  Fur.  &  Equip. 
Interest  on  Bonds. 

Total  Expense.  

Depreciation  of  Fur.  &   Eq. 


Metro poli Tar)    Club 

Ddily  ToTYi  Is    of  Receipts  cii)d  EtirQirj^s  <ill  Sources <n«>dCflsl)AdY/ir)ffd Members.for NlorjT^of          i<jo 

ibai- 

Restaurant 

G'£ari 

Cards 

fbilliflrds 

OIT)erCflsf)  Receipts 

ToTn  1 
Re*isTered 

-0 

-£££ 

£'•8*1 

Advances 

To 
MfflberS 

t- 

4- 

0 

■U 

rz 
■U 

.4- 

<"  a 

Z 

-C 

4- 
CM 

488.  ACCOUNTING  FOR  BRANCH  STORES.— It  will  be  neces- 
sary to  have  stock  taken  and  the  accounts  as  at  present  constituted  closed, 
both  at  the  main  store  and  branches,  at  say  the  31st  October,  1903,  and 
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a  new  set  of  accounts  started,  and  it  would  appear  that  the  principle  of 
"Controlling-  Accounts"  is  of  particular  value  in  this  case,  for  all  that  is 
necessary  is  to  open  an  adjustment  account  in  the  general  ledger  at  the 
head  office  for  each  branch,  to  which  all  transactions  passing  between  the" 
head  office  and  the  particular  branch  are  posted  in  the  head  office  books. 
In  the  books  of  each  of  the  branches  there  will  be  kept  a  similar  adjustment 
account  called  head  office  account,  to  which  will  be  posted  all  transactions 
between  that  particular  branch  and  the  head  office.  The  effect  of  this  will 
be  that  each  of  these  adjustment  accounts  will,  if  correctly  posted,  show  the 
same  balance  as  their  corresponding  adjustment  account  in  the  head  office 
books,  but  upon  different  sides,  that  is  to  say,  when  the  branches  balance 
is  a  credit,  the  head  office  books  balance  will  be  a  debit.  Now,  if  at  the  end 
of  each  month,  or  as  soon  after  as  possible,  each  branch  sends  into  the  head 
office  a  trial  balance  of  its  ledgers,  these  can  be  amalgamated  with  one 
extracted  from  the  books  at  the  head  office  by  being  used  as  an  explanation 
of  the  balances  of  the  various  branch  accounts  in  the  head  office  books,  and 
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there  shows  the  result  of  the  month's  working  for  the  entire  business.     The 

following  rough  and  very  simple  accounts  will  make  it  quite  clear  how  this 

is  done.     For  the  sake  of  brevity  call  the  three  branches  A,  B  and  C,  re- 

spectivelv. 

BRANCH  OFFICE  A,  TRIAL  BALANCE  NOV.  30,  1903. 

Sundry    debtors     $    500 

Sundry   creditors    $    100 

Stock  at  30th  Nov.,  1903 1,000 

Head  office 800 

Cash    200 

Fixtures,    etc 600 

Trading   account    (gross   profit) 1,600 

General  expenses    200 

$2,:>00  $2,500 

BRANCH  OFFICE  B,  TRIAL  BALANCE  NOV.  30,   1903. 

Sundry    debtors     $    300 

Sundry    creditors    $    200 
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Stock   Nov.    30,    1903 S00 

Head    office     500 

Cash    100 

Fixtures   300 

Trading   account    (gross   profit) 900 

General  expenses   100 

$1,600         $1,600 
BRANCH  OFFICE  C,  TRIAL  BALANCE  NOV.  30,  1903. 

Sundry    debtors    $1,000 

Sundry    creditors    $    800 

Stock  Nov.  30,   1903 1,500 

Head    office    2,000 

Cash    S00 

Fixtures    1,000 

Trading  account  (gross  profit) 2.000 

General  expenses    500 

$4,800         $4,800 

HEAD  OFFICE,  TRIAL  BALANCE  NOV.  30,  1903. 

Capital    account    $20,000 

Buildings    $  8,000 

Fixtures 1,500 

Branch   Office   A 800 

Branch   Office   B 500 

Branch    Office    C , 2,000 

Stock    6,000 

Cash    1,000 

Gross  profit  per  trading  account 3,000 

General    expense     1 ,000 

Debtors    3,200 

Creditors   1,000 

$24,000  $24,000 

AMALGAMATED  TRIAL  BALANCE  NOV.  30,  1903. 

Capital    account    $20,000 

Buildings    $  8.000 

Fixtures    3,400 

Stock    9,300 

Cash    2,100 

Trading  account    (gross   profit) 7.500 

General    expense     1,800 

Sundry   debtors    5,000 

Sundry  creditors 2.100 

$29,600  $29,600 

It  will  in  all  probability  be  impossible  to  "take  stock"  every  month, 
and  therefore  the  best  method  of  arriving  at  the  stock  on  hand  would  be  to 
have  a  stock  book  ruled  with  several  columns,  a  column  for  each  description 
of  stock,  as  "Flour,"  "Oats."  etc..  etc.,  in  which  would  be  entered  the  quan- 
tities of  all  goods  as  received,  while  on  the  opposite  page,  or  in  a  similar 
separate  book,  all  deliveries,  the  difference  between  the  two  representing 
the  stock  on  hand  at  any  time  as  the  book  or  books  should  be  posted  up 
daily,  in  the  first  instance  by  the  receiving  clerk,  from  the  "Please  Receive" 
orders,  which  he  gets  along  with  the  goods,  and  secondly  by  another  clerk 
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from  the  sales  day  books.  As  the  price  of  produce  such  as  Flour,  etc., 
varies  considerably,  the  stock  on  hand  would  be  valued  at  the  price  in  the 
market  on  the  last  day  of  each  month. 

As  regards  the  duties  of  the  auditor,  it  is  a  "sine  qua  .non"  that  he 
check  cash  on  hand,  and  compare  the  bank  pass  book  with  the  bank  account 
in  the  cash  book,  and  see  that  all  payments  are  duly  vouched,  and  also  that 
all  cash  received  per  counterfoils  of  receipt  book  (and  no  receipt  for  any 
money  should  be  given  except  from  this  book),  is  correctly  entered  in  the 
cash  book ;  and  he  would  also  check  the  postings  from  the  cash  book  to  the 
ledgers,  and  see  that  the  addition  of  the  cash  book  is  correct. 

He  should  notice  that  all  invoices  are  certified  as  correct,  and  the  goods 
correctly  received,  and  that  they  have  been  correctly  entered  in  the  purchase 
day  book.  He  should  check  the  additions  of  the  sales  and  purchases  day 
books,  and  see  that  the  totals  are  correctly  posted. 

He  should  require  the  production  of  bills  for  the  balance  of  bills 
receivable  account  in  the  ledger,  if  any. 

He  should  see  that  the  stock  statement  is  properly  signed,  or  certified, 
and  check  the  calculation  of  some  of  the  more  important  items  of  same. 

He  should  check  the  stock  brought  forward  at  the  commencement  of 
the  period  in  the  ledger,  with  the  stock  statement  for  preceding  period. 

He  should  verify  each  item  of  the  trading  and  profit  and  loss  accounts. 

He  should  check  very  carefully  "commission  account"'  to  make  sure 
that  both  the  revenue  and  expense  has  been  correctly  and  fairly  dealt  with. 

He  should  compare  balances  in  the  balance  sheets  with  those  in  the 
ledgers,  which  should  be  in  ink.  E.  Bagot. 

487.  In  many  large  corporations  having  numerous  branches  loose 
leaf  cash  books  and  journal  records  are  kept  at  the  branches  made  in  dupli- 
cate, each  branch  forwarding  daily  to  the  main  office  the  original  cash  and 
journal  sheets  for  the  day,  retaining  duplicates  as  their  own  record.  The 
customers'  accounts  are  kept  at  the  main  office  and  are  posted  up  from  these 
sheets.  The  cash  sheet,  of  course,  includes  a  report  of  cash  on  hand  and  at 
the  local  bank  each  night.  The  proper  plan  is  to  open  separate  cash 
accounts  for  each  branch  under  the  above  system  instead  of  debiting  cash 
advanced  to  the  particular  branch  in  a  Branch  Account,  this  being  apt  to 
lead  to  confusion  in  various  ways.  Thus,  in  forwarding  Waterloo  $500, 
main  office  cash  would  be  credited  and  Waterloo  office  cash  would  be 
debited  and  Waterloo  would  have  to  account  for  same.  The  accounts 
belonging  to  Waterloo  should  be  kept  in  a  separate  ledger  or  separate  sec- 
tion of  Ledger  for  ultimate  statistical  purposes. 
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488.  CEMETERY  ACCOUNTS.— In  this  business  it  has  been 
found  advantageous  to  use  a  special  form  of  Jedger  for  the  purpose  of 
keeping  track  of  the  various  charges  made  on  account  of  lots.  The  appended 
form  provides  for  an  account  with  each  proprietor  of  a  lot,  showing  name, 
address,  date  of  purchase,  section,  number  of  lots,  size  of  lot,  price  and 
number  of  title  deed.  In  the  column  headed '"Particulars"  are  entered  the 
details  in  regard  to  general  charges,  maintenance  account,  burial  fees,  lot 
account,  endowment  fund  and  vault  fees,  entries  being  made  in  the  corre- 
sponding columns  on  the  credit  side  when  the  accounts  are  paid.  In  this 
way  it  can  quickly  be  seen  what  is  the  standing  of  each  account  and  the 
general  information  appertaining  to  same. 
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Special  pages  are  provided  for  burials  in  the  common  ground  of  the 
cemetery. 

At  the  close  of  each  year  the  maintenance  and  revenue  accounts  are 
closed  out  in  the  usual  way  so  as  to  properly  establish  the  position  of  affairs 
of  the  association. 

Debit  Side. — General  credits ;  maintenance  account ;  vault  fees ;  lot 
account;  burial  fees. 

Credit,  Side. — General  charge ;  expense  account ;  stable  account ;  labor 
account;  salaries  account;  repairs  account. 

The  headings  of  the  journal  columns  are  as  follows : 

Debit  .Side. — General  charges;  expense  account;  stable  account;  labor 
account;  salaries  account;  repairs  account. 

Credit  Side. — General  credits;  maintenance  account;  burial  fees;  lot 
account;  endowment  fund;  vault  fees. 

489.  ACCOUNTING  RECORDS  OF  A  COPPER  INDUSTRY.— 

Cash  Book  ■  (Debit  Page). — This  form  is  submitted  to  illustrate  a 
convenient  method  of  recording  sales  of  treasury  stock.  The  total  monthly- 
sales  of  treasury  stock  are  posted,  monthly  only  in  one  item. 

Voucher. — The  illustration  of  a  voucher  shows  nothing  new,  but  is 
merely  a  convenient  .form.  The  invoices,  where  there  are  any,  are  attached 
with  mucilage  to  the  face  of  the  voucher,  the  same  is  approved  by  the  presi- 
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dent  and  then  entered  in  the  voucher  register  before  being  sent  out  with 
the  check.  An  index  is  kept  of  the  vouchers,  which  enables  us  to  refer  to 
them  readilv.     The  check  number  is  written  on  the  face  of  the  voucher; 
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and  as  business  is  transacted  with  several  banks  to  differentiate  the  checks 
for  the  purpose  of  easy  reference,  the  checks  are  prefixed  with  a  letter  indi- 
cating the  bank;  for  instance,  check  H201  indicates  check  on  the  Hanover 
National  Bank. 

Voucher  Register. — This  form  of  voucher  register  also  shows  noth- 
ing out  of  the  ordinary.     We  show  several  blank  columns  left  for  future 
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developments.  The  footings  of  the  several  columns  under  each  general 
head,  such>as  "salaries."  "New  York  office  expenses."  are  combined  at  the 
end  of  the  month,  and  the  totals  are  carried  as  items  to  the  credit  side  of 
"he  cash  book.     This  keeps  all  detail  out  of  the  cash  book. 
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Transfer  Register. — The  number  of  shares  can  be  proved  page  by 
page,  as  the  total  debit  should  equal  the  total  credit.  This  form  makes  it 
easy  to  follow  any  particular  shares  back  to  their  original  issue,  no  matter 
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into  how  many  certificates  the  original  certificate  may  have  been  split  up 
from  time  to  time.  These  entries  are  posted  direct  to  a  Stock  Ledger.  This 
carries  out  the  idea  mentioned  under  transfer  register,  enabling  thejowner- 
ship  of  the  stock  to  be  traced  both  backward  and  forward.     It  also  shows 
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the  balance  of  shares,  if  any,  standing  to  the  credit  of  any  stockholder.  It 
is  stated  in  one  text-book  that  an  entry  of  shares  held  by  a  stockholder  is 
a  debit.  A  share  of  stock  considered  from  a  strict  legal  standpoint,  is  an 
intangible  right  existing  between  shareholder  and  corporation,  and  is  a 
right; against  the  corporation.  If  a  right  against  the  corporation,  it  must 
be  shown  on  the  company's  books  as  a  liability  of  the  corporation.     Liabili- 
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ties  do  not  belong  on  >  the  debit  side  of  the  ledger.  This  point  could  be 
discussed  at  greater  length,  but  this  is  the  principle  in  a  nutshell.  The 
stock 'ledger  used  is  divided  into  sections,  some  ruled  for  full  pages,  some 
halves,  thirds  and  fourths. 

Certificate  Receipt,  Etc. — This  is  ruled  to  provide  for  certificate 
number,  name  and  number  of  shares,  and  is  sent  with  the  new  certificate 

cieneguita  copper  company 

25     BROAD     STREET,    NEW    YORK 

190.  . 

I     hereby     acknowledge     that     I     have     received 

certificate    No ,    issued    to    

for     shares    of    the    capital    stock    of    the 

Cieneguita     Copper     Company,     an     Arizona     cor- 
poration,   of    the    par    value    of    ten    dollars    each. 
Please    write    very    plainly. 

( )  

MISS    OR    MRS.  SIGNATURE    OF    STOCKHOLDER 


1  STREET     AND     NUMBER 

Permanent   Address    < 


CITY    AND    STATE 


£  Please    date,    sign    and    return    the    above 

0  receipt  to  the  Cieneguita  Copper  Com- 
K  pany,    25    Broad    Street,    New    York.      This 

^  receipt    must    be    signed    by    the    person    to 
whom  the  stock  is  issued,  not  by  an  agent. 

*  It    is     necessary    and    very    important,    for 

c  the    protection    of    both     yourself    and    the 

*£  company,   that   your  signature   be   on    file  at 

_  the    company's    New   York    Office    where   all 

c  stock    is   transferred. 

rt  „                                        ,  .              . 

\  our  signature   on   this   receipt  must  cor- 

Ji  respond    with    the    name    as   written    on    the 

:s  face    of    the    certificate,    in    every    particular 

^  without    alteration    or    enlargement    or    any 

«j  change      whatever;      and      the      same      rule 

£  j  should    be    observed    in   assigning    your   cer- 

,o  o  tificate     for     transfer.       If     the      name     as 

i-  u  written    on    the    face    of    the    certificate    is 

c€  incorrect    in    any    particular,    the    certificate 

_*£  should     be     returned     immediately     to     the 

ra  *"  company's  New   York   Office  for  correction. 

x  JJ  Stock    held    by    a    woman    should    be    is- 

«  5  sued    in    her    own    name,    the    same    as    a 

t5,3  deed    or   other   legal   instrument,   not  in   the 
name    of    her     husband    with     "Mrs."    pre- 

u  o  fixed. 

2  When    stock    of    the    Cieneguita    Copper 

p^^  Company    is    presented    for    transfer,    a    fee 

1  o  of  25c.  for  each  new  certificate  issued 
Jj  to  will  be  charged.  This  fee  must  be  paid 
U  a  as  a  condition  precedent  to  a  transfer  of 
f^.tJ  the  stock.  In  endorsing  stock  for  trans- 
q  £  fer,    the    signature   must   be    witnessed. 

'Z  c  Please  notify  this   office  promptly   of  any 

.*J  change    of   address.      It   is   to   your    interest 

U  to    do   so. 


issued,  with  the  request  that  the  new  stockholder  sign  the  receipt  personally 
and  return  it  in  a  self-addressed  envelope.  Before  leaving  the  office  the 
date,  name  and  residence  are  recorded  in  a  little  memorandum  book  num- 
bered according  to  the  stock  certificate  numbers  and  checked  off  as  returned 
to  us.    This  little  book  is  checked  over  occasionally,  and  after  sufficient  time 
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lias  elapsed  for  these  receipts  to  be  returned,  according  to  the  distance  the 
mail  has  to  travel,  the  few  which  are  returned  promptly  are  written  for, 
sending  a  duplicate  receipt.  When  the  receipt  is  returned  the  signature  is 
compared  with  the  name  as  written  on  the  certificate  to  make  sure  that  the 
certificate  was  issued  correctly.  This  name  is  then  printed  at  the  top  of 
the  receipt  with  the  address,  and  is  filed  in  a  small  card  index.  This  index 
serves  further  as  an  index  to  the  stock  ledger,  the  folio  for  which  is  indi- 
cated at  the  top  right-hand  corner  of  this  card.  The  lower  half  of  this 
receipt  is  detached  and  kept  by  the  shareholder.  This  lower  'half  of  the 
receipt  gives  in  a  brief  form  some  information  which  it  is  very  important 
for  shareholders  to  know,  and  which  a  very  few  of  them  usually  do  know. 
This  also  gives  notice  that  a  transfer  fee  must  accompany  the  certificate 


CIENEGUITA  COPPER  COMPANY, 


New  York,  190. 


To 


aq 


5    Correct 


Approved 


Secretary 


President 


Entered 


Date 190.... 

Received  from  CIENEGUITA  COPPER  COMPANY 

Dollars 

In  full  for  the  above  account. 


Per. 


when  it  is  returned  for  transfer  in  the  future.  When,  properly  filled  and 
completed,  this  form  gives  the  following  information:  (a)  The  names 
of  stockholders  arranged  in  card  index  form;  (b)  the  permanent  address 
of  stockholders  gathered  in  the  most  authentic  manner  possible, — namely, 
directly  from  themselves  and  in  their  own  hand  writing;  (c)  ,the  personal 
signatures  of  stockholders  which  can  be  referred  to  jwhen  the  certificates 
are  returned  for  transfer  to  protect  both  the  stockholders  and  the  com- 
pany against  fogeries.  It  is  as  important  that  a  corporation  should  have 
on  file  at  its  transfer  office  the  signatures  of  its  stockholders,  as  it  is  that  a 
bank  should  keep  the  signatures  of  its  depositors  in  a  form  for  ready  refer- 
ence. If  more  corporations  would  be  careful  on  this  point,  considerable 
loss  and  inconvenient  suits  would  be  avoided,  which  are  caused  by  certificates 
being  stolen,  and  placed  on  the  market  in  the  hands  of  innocent  purchasers 
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for  value  with  forged  assignments,  (d)  Receipts  for  certificates,  proving 
in  the  simplest  manner  that  stock  certificates  have  been  received  'personally 
by  stockholders;  (e)  stock  ledger  index;  (f)  avoidance  of  mistakes  in  the 
names  of  shareholders  as  written  on  the  certificates;  (g)  information  xas 
to  whether  female  stockholders  are  married  or  single. — R.  B.  Insley. 

490.  THE  SCOPE  OF  COST  ACCOUNTING.— Even  amongst 
those  most  interested  in  cost /accounting  there  is  a  very  general  idea  that 
its  main,  if  not  only,  object  is  to  secure  reliable  records  of  the  labor  and 
material  expended  upon  any  manufactured  i article,  together  with  a  just 
proportion  of  the  indirect  expenses  incurred ;  in  other  words,  that  cost 
accounting  relates  to  costs  of  production  only.  A  system  designed  with 
this  idea  and  limited  in  its  scope  to  this  field  falls  far  short  of  the  .true 
functions  of  cost , accounting. 

In  its  broader  sense  "cost  finding,"  as  it  is  sometimes  called,  may  be 
said  to  be, that  branch  of  accounting  which  treats  of  the  cost  of  operating 
and  maintenance  of  productive  or  industrial  concerns,  as  well  as  of  the 
cost  of  its  products;  product  in  this  connection  meaning  either  material 
output,  or  such  commodities  as 'light,  heat  and  power. 

From  the  simplest  to  the  most  complex  system,  the  basic  principles 
are  the  same,  viz.,  the  division  of  all  expenditures,  whether  wages  or  mater- 
ial into  three  classes :  those  caused  by  the  ordinary  operations  of  the  concern 
and  which  cannot  be  charged  directly  to  the  cost  of  any  particular  product; 
those  found  necessary  or  advisable  to  keep  the  plant  or  equipment  in  proper 
state  of  efficiency,  'and,  lastly,  those  which  are  a  direct  part  of  the  manu- 
factured cost.  The  two  first  are  expenses;  the  latter  an  expenditure,  the 
actual  cost  of  output  being  the  sum  of  the  three.  Assuming  the  case  of  a 
manufacturing  company — on  whose  output  for  a  given  period  labor  and 
material  to  the  value  of  $1,000  is  expended — and  whose  expenses  of 
operating  and  maintaining  plant  are  each  a  similar  sum,  the  cost  of  pro- 
duct-is $3,000.  Any  system  which  results  in  each  individual  article  manu- 
factured by  each  of  the  various  departments  showing  the  labor  and  material 
directly  expended  upon  it,  and  also  a  proportion  of  such  expenses  as  it  is 
justly  entitled  to  bear  (and  without  including  any  portion  of  any  expend 
not»to  some  extent  at  least  incurred  on  account  of  its  manufacture),  is  gen- 
erally regarded  as  an  efficient  cost  system.  Tt  if  does  nothing  more,  how- 
ever, it  is  efficient  onlyas  regards  cost  of  production.  Using  the  amounts 
we  have  assumed,  it  is  readily  seen  that  a  system  would  be  practically 
valueless -if  it  did  not  show  the  sum  of  labor  and  material  expended  on 
each  individual  article  and  amounting  in  the  gross  to  $1,000.     In  another 
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direction  its  value  to  the  management  is  completely  lost  if  it  does  not  pro- 
vide for  the  division  of  the  remaining  $2,000  representing  the  operating 
and  maintenance  expenses, 'into  such  details  as  will  show  the  various  items 
of  which  that  sum  is  composed.  It  would  be  as  justifiable  to  lump  the 
manufactured  cost  of  a  lathe  and  a  planer  or  the  cost  of  two  entirely  dis- 
tinct contracts,  as  to  show  in  one  amount  the  total  of  two  expenses  of  a 
different  nature.  The  difference  between  the  two  proceedings  is  only  in 
degree ;  the  principle  is  the  same. 

It  must  be  borne  in  mind  that  cost  of  production  consists  broadly  of 
three  items,  labor,  material  and  a  proportion  of  other  expenses,  and  that  it 
is  chiefly  in  the  last  item  that  an  efficient  management  can  keep  down  or 
reduce  the  cost  of  output.  The  material  composing  a  similar  article  made 
by  two  competing  manufacturers  is  the  same;  the  amount  of  wages  actually 
paid  for  its  manufacture  are  to  only  a  small  extent  a  question  of  manage- 
ment, being  largely  governed  by  local 'conditions;  the  proportion  of  expense 
of  manufacturing  entering  into  its  cost  is  the  point  upon  which  to  a  very 
great  extent  must  rest  the  question  of  profit  or  loss  when  it  is  sold.  On 
the  degree  to  which  this  item  of  cost  is  capable  of  being  "divided  into  the 
various  items  of  which  it  is 'formed  will  depend  the  ability  to  keep  it  to 
its  normal  proportion  or  to  reduce  it  below  that  of  competitors.  Expenses 
can  be  more  closely  watched  and  better  controlled  when  they  are  known  in 
minute  detail,  than  if  simply  recorded  as  a  gross  amount.  Operating  and 
maintenance  expenses  are  of  course  part  of  the  cost  of  production,  but  it 
would  be  as  logical  to  rest  satisfied  with  knowing  the  cost  of  the  total 
product  for  each  month  without  showing  that  of  individual  articles,  as  to 
show  the  total  expenses  of  manufacturing  without  minute  analysis  of  the 
various  items  entering  into  their  total.  Kenneth  Falconer. 

491.  To  obtain  accurate  statistics  of  the  cost  of  a  job  something  more 
than  the  ordinary  time  and  material  card  is  necessary;  because  whilst  one 
or  two  can  be  depended  upon  to  make  accurate  returns  it  is  my  experience 
that  the  majority  of  even  skilled  workmen  are  inclined  to  "make  a  jump  at 
it."  and  set  down  figures  that  are  anything  but  accurate,  as  regards  both 
time  and  material. 

A  very  satisfactory  arrangement  is  to  furnish  each  workman  with  a 
time  card  containing  spaces  for  No.  of,  Job,  hours,  rate,  etc.,  with  ample 
space  for  all  material  used,  requiring  him  to  return  it  every  night  properly 
filled  out  and.  signed  by  his  foreman ;  to  require  the  foreman  to  report 
daily,  the  work  done  by  every  man  under  his  charge,  number  of  hours 
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employed  on  each  job,  piece  work  if  any,  the  rating  of  each  as  machinist, 
helper,  etc. 

And  to  have  the  stock-keeper  issue  nothing  without  a  written  order, 
signed  by  the  foreman  in  charge  of  the  job,  and  clearly  specifying  exactly 
to  what  the  stock  is  to  be  applied,  these  orders  being  turned  into  the  office 
every  night,  by  collating  them  with  the  time  cards  and  foreman's  report, 
an  absolutely  correct  account  is  obtained  daily  of  all  that  is  going  on  in 
the  shop,  and  the  pay-roll  should 'correspond  with  the  week's  totals. 

In  close  connection  with  the  cost  of  labor,  and  almost  inseparable  from 
it,  there  is  another  thing  which  must  be  taken  into  account,  that  is 
machinery. 

Every  machine  as  well  as  every  employe,  must  earn  its  cost,  otherwise 
a  loss  is  being  incurred,  and  to  ascertain  exactly  what  that  cost  is  the  book- 
keeper must  take  into  account  several  things : 

First  of  all,  he  must  ascertain  the  original  cost  of  the  machine. 

Second,  the  probable  duration  of  its  usefulness. 

Third,  the  amount  necessary  to  keep  it  in  working  order. 

Fourth,  the  power  necessary  to  operate  it. 

I  should  work  it  out  in  this  way : 

The  machine  costs,  say,  $750.00. 

This  at  6%  per  annum  is  equal  to,  per  day $0  15 

It  is  estimated  to  last  10  years=10% 25 

Repairs   average,    say 20 

Power,  rent,  taxes,   etc 40 

$1  00 

On  the  .basis  of  eight  hours  work  per  day  and  300  days  per  year 
charge  12y2c  per  hour,  for  every  hour  the  machine  is  in  use. 

As  this  is  merely  an  estimate,  it  is  by  no  means  all  that  we  want; 
what  we  do  want  is  the  exact  amount  which  the  machine  is  costing  every 
day. 

1903. 

June  30     By  20  days   at  $1  60 $32  00 

June      1     To    John    Doe $750  00 

To   labor    25  00 

30     To    power    10  00 

To    rent,    etc 1  00 

One  machine  may  last  and  do  good  work,  for  twenty  years  whilst 
another  may  become  obsolete  in  five  years;  in  the  first  case  the  annual 
depreciation  would  be  5%,  in  the  latter  20%,  and  your  inventory  should 
read  accordingly.  Cases  have  been  known  where  the  cost  of  all  repairs 
was  added  to  the  original  cost,  making  it  appear  that  the  machine  was 

327 


492 


TIIORNE  S    TWENTIETH    CENTURY 


worth  from  30^  to  50'/'   more  after  it  had  been  in  use  several  years,  when 
in  reality  its  value  had  depreciated  50*  <  . 

The  following  is  an  outline  of  the  cost  of  a  fruit  can,  from  the  box 
of  tin  plate  to  the  finished  product.  The  form  used  in  one  department  will 
serve  to  illustrate  the  others. 

The  tin  plate  is  first  broken  from  the  boxes,  and  graded,  the  cost  being 
represented  by  A.  it  is  then  sent  to  the  different  departments  and  charged 
to  them  as  so  many  sheets,  that  which  is  sent  to  the  slitters  is  reduced  to 
body-blanks,  the  cost  being  B.  The  sheets  sent  to  the  presses  become  tops 
and  bottoms  and  their  value  would  be  represented  by  C,  plus  A.  The  body- 
blanks  go  to  the  body-making  machines  and  are  accounted  for  in  the  fol- 
lowing manner,  viz. : 

March  17,   1904. 


Check  No. 

Rating.  Hours. 

Mach. 

No. 

1 

8 

37 

Operator 

168 

Attend.             8 

Mach. 

No. 

2 

8 

39 

Operator 

177 

Attend.             3 

Mach. 

No. 

3 

8 

46 

Operator 

159 

Attend.             8 

Foreman 

(proportion) 

Run. 

On  hand  M 

ar. 

16,   04 45600 

Rec'd 

from 

SI 

itter            120000 

Piece  work. 

At 

Total. 

.30 

$2   40 

40000 

.04 

1  60 

.08^ 

66^ 

37500 

2  40 

1  50 
66^ 

2  40 

42500 

1   70 

66^ 
1  00 

120000 

15   00 

ost  per 

M 

. . .$1   25 

165G00 


Run  12,000=.  .  .45600  on  hand 


This  cost  we  will  call  C. 

The  bodies  are  nextvpassed  to  the  side  seam* soldering  machine  where 
the  cost  of  solder  is  added  D  and  the  expense  of  running  E.  They  are 
then  passed  in  succession  to  the  ender,  end  solderer,  tester,  dryer  and  packer, 
and  ABCDEFGHIJK  represents  to  a  fraction  the  total  cost  of 
the  can  per  M. 

This  involves  a  great  deal  of  work,  but  work,  that  is  labor  expended, 
constitutes  the  value  of  everything,  and  if  you  can,  at  any  and  all  times, 
determine  exactly  what  is  the  cost  of  an  article,  at  the  various  stages  of 
manufacture,  you  are  in  a  position  to  take  advantage  of  every  opportunity 
to  reduce  cost,  you  are  able  to  tell  exactly  whether  you  can  meet  your 
opponents'  cut,  or  let  him  have  the  order,  at  a  price  which  will  not  pay, 
and  the  more  of  which  he  gets  the  sooner  he  will  be  out  of  the  business. 

492.  A  System  of  Cost  Accounting. — Illustrating  the 
general  principles  on  which  efficient  systems  of  this  kind  are  based. 
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To  the  success  of  a  cost  system  for  any  manufacturing  business  two  or 
three  cardinal  principles  must  be  adhered  to : 

(a)  Factory  must  show  no  profit — that  is,  the  raw  material  must 
only  be  increased  by  labor  and  expense  as  it  merges  into  the  finished  article. 


Pittsburg,  Pa.,. 


190 


Please  Ship — Deliver  to 


Order  No 

must  be  shown  on  bills  or 
they  will  be  returned. 


Via. 


Date  Wanted. 


NOTICE: — Be  particular  to  specify  net  terms  and  cash  discount  on  voucher  in  space 
provided.  All  bills  against  this  Company  MUST  be  rendered  IN  DUP- 
LICATE on  forms  enclosed.  A  strict  compliance  with  above  instructions 
is  requested. 


On  all  orders,  where  shipment  is  to  be  made  other  then  to  ourselves,  SHIP 
IN  OUR  NAME,  USE  OUR  TAGS,  and  send  Bill  of  Lading  to  this  Office  with 
weight  and  rate  inserted. 


FORM  A 


(b)     The  line  must  be  drawn  very  clearly  between  the  manufacturing 
and  the  selling-  end  of  the  business 


Depr-                                                                                                 y/\y 

yS               Mil). 

//                    Max 

Date 

QlMI)tiTy 

'0 

OlxirjTity 
Our 

5tocK 

Date 

QuaiynTy 

OD^irjtrfy 
Out 

^PtfcK 

Date 

Qi)rti)Tity 

'9 

QiMljHly 

Ouf- 

3T0CK 

/ 

IS 

LaTest- 

Coif-  in 

peryi 

7    To  be 

chmoqe 

J 

05  each, 

oew  A 

t-'i  , 

*>}jrch>ni 

e<J  of 

new  t>r 

ce. 

FORM  B. 
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(c)  Workshop  or  factory  expense  must  be  distributed  pro  rata  either 
on  the  labor  or  machine  hours. 

(d)  And  last  but  not  least  the  clerical  and  manufacturing  staff  must 
be  accurate  and  honest. 


Trn  r)  5-f?  t~ 

Fronv  Uf|j+-, 

To   bzpt.                                                                                                                                            l<}OU 

Order  No. 

Quantity 

Article 

Cosf- 

An\ourvT" 

Forenxai). 

FORM  C. 


With  the  foregoing  before  us  we  are  ready  to  commence  operations. 
All  materials  and  supplies  must  be  ordered  by  regular    order    form 
(exhibit  A)  O.  K'd  by  superintendent  and  signed  by  head  of  storeroom. 
When  goods  arrive  they  will  be  checked  up  by  receiving  clerk  and 


STOCK  ON  HAND 


Dep't , Date 5:30  P.  M. 

Goods 

Size 

Quantity , , 

Foreman . . . . . 

Issued  By 

GOODS  ON  SHIPPING  PLATFORM   MUST  BE  INCLUDED. 
FORM  A.  A. 
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TACTORY   RLPORT. 

WeeK  finding 

WeeK  Er)dio$> 

M'frs 

Value 

Fby-Roll 

No. 

lifrs 

Value 

Pdy-f?oll 

No 

I°aiitf  JSebf. 

Liquid  t^bintT 

Can 

Sh/nqSe  5/a'in) 

Can 

Ra's'Te  F'ainTs 

Lht 

Co/or}    //)    Oil 

Lhs 

Roo-frYo  Aeb-f-r 

Roopn  a 

Sari 

/?£'/.' Felts 

Serj 

Root  CoaTi'oq 

Gals 

f?o of   Cprn  ej  ff 

Lhs 

Rac/r/oo  beptr 

T>visted'F>cicli,'rlq 

Lhs 

ibrcided  Pacix/nn 

lhs 

Wound  CloTK  f^ar'/r, h  g 

L  b  s 

VTuff 

Lhs 

Mule  Yarnt  "A  " 

Lhs 

'  n>  • 

Lhs 

*C  ' 

Lhs 

'£>  " 

Lhs 

Cord   Ty/i'ne   and  Thread 

Lhs 

Qloifr 

Yds 

A.Z.R.  Take 

lhs 

Hearsaoe  flo/7;£-  F'adfi'no 

Lhs 

Specla  M.  C  PorH,\a  £.  Cos/feti 

Lhs 

fibre-  Aeftrr      " 

AshesTos  'Fi/jreized 

Lhs 

Cen\tn,f-JSehr: 

Cerr\ei)-r  Fe  hi  no  s 

rshis 

Fur/sare  Cement 

Lhs 

Retort  Cens en  f- 

Lhs 

P/aiV't  Stbvt  Lining 

Lh> 

£/-v  5/oye  Lini'nq 

Lhs 

Fire  FeirAep'-r. 

Fire  Felt   P-  C 

Sf.ft 

F/'re  Fei 'f  F/rft'n  n> 

Sr/.ft 

Fire  Feit-  5/>eeh    '/i  in . 

Mr 

V    '„ 

sL'fr- 

4/fr 

.          'X     . 

W 

Fire  FeltLagginq 

%'ft. 

F>aher  £>ef>t7 

t  ' 

Ovildino  Felt 

Ton 

Aihesfo>  Shonye  Felt- 

Ton 

Roil  Ooard  ' 

Ton 

Mill  fboard  £>ehrr 

SheerOoarJ 

Ton 

Cut  Fboord 

Ton 

Roll  FF&.  5.  Ae/,77 

Rail  P.  F.     -fc 

Sf/t- 

.,        «     '/  8 

by.fr 

.        .     •/+ 

5V> 

•1 

Sundry  Is-  C  JSehf: 

ivhdty  Covering's 

So.  ft. 

Asbestos  Sundries 

Tnerir\  Aeh't: 

EierfreTfjerrr^i 

Car  Hearer, 

Ashestic  hehr. 

Prepared  Afbes/i'c 

fbaqs 

Aiftfif.-  Ceil hehr 

J 

.    Asbesfb-  Ce'i  Codei-lna 

W? 

Aiheifo-  Cell  Sheets 

SVft 

TV 

Re  n\  a  rH  i 

rz 

1 

FORM  G. 
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order  passed  on  to  voucher  or  receiving-book  clerk  to  match  up  against  in- 
voice for  same,  when,  if  correct,  entered  on  receiving-book  (Exhibit  A  A) 
and  quantity  posted  to  Stock  account  (Exhibit  B)  of  this  particular  kind 
of  raw  material. 


bisTHbt>Tio9   of     Purchases                                        forelock,. 

Me 

NflF\e 
Or  Particulars 

°zr 

■  —  -c^ 
o    ^ 

>  a 
cr  o 
—  > 

is  -*? 

Off 

g  CO 

It 

1 

2 

o 
o 

rr 

3 
0-  €^ 

4 

5 

e: 

LU 

1 

4- 

lir 

y\  stt-ibutioi)  o 

'  Purchases branch) 

o 

'£ 

L 
«3 
O 

iQ 

A— 

II  i- 

a* 

Ur 

ii 

>-o- 

a/  ~"D 

<  «o 

m- 

15 

O 

< 

(LI 

•  8 

iq 

20 

21 

21 
o 

2£v 

o  ^ 
fy*    O 

2>+ 

FORM  D. 
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When  any  of  the  departments  require  raw  material  a  transfer  is  made 
(Exhibit  C)  on  store  room,  stating  order  number  or  job  or  grade  on  which 
the  material  is  to  be  used. 

To  arrive  at  an  accurate  distribution  of  the  labor  over  the  seven  differ- 
ent grades  and  at  the  same  time  have  a  check  on  pay  roll,  have  each  foreman 
over  the  seven  grades  make  distribution  of  the  labor.  Hours  of  each  grade 
and  each  operation  and  the  total  of  his  distribution  must  correspond  with 
the  total  pay  roll  for  his  department.     (Exhibit  D). 

At  the  end  of  the  month  we  will  know  the  quantity  of  finished  article 
manufactured  of  each  grade  from  the  reports  handed  in  from  day  to  day 
by  each  foremen  of  each  grade.  This  report  would  not  only  give  quantity 
made  but  would  state  the  quantity  of  raw  material  used  in  manufacture. 
(Exhibit  E). 

This  report  would  go  to  stock  ledger  clerk  and  he  would  post  the  raw 
material  "out"  on  Raw  Material  account  and  the  quantity  finished  "in"  on 
Finished  Article  account. 
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As  explained  above,  we  would  have  at  end  of  month  pay  roll  distri- 
buted and  also  raw  material  distributed,  and  by  following  one  of  the  rules 
laid  down  at  start  re  factory  expense,  we  would  have  all  the  component  parts 
for  prime  cost. 

Attention  is  requested  to  form  (Exhibit  F)  used  in  chasing  up  and 
verifying  the  amount  of  stock  on  hand  in  store  room  or  in  factory  to  be 
used  by  person  in  charge  of  stock  records;  further  than  this  the  form  ex- 
plains itself. 

Also  to  Exhibit  "G,"  which  forms  a  report  to  the  directors  of  the 
finished  product  of  factory  for  one  week  in  parallel  with  the  corresponding 
week  of  last  year,  showing  quantity  manufactured;  value  at  factory  cost; 
pay  roll,  and  number  employed  all  in  parallel,  the  whole  giving  a  bird's  eye 
view  of  the  rises  and  falls  in  the  different  lines  and  grades  manufactured. 

As  to  Exhibit  "H,"  this  gives  a  clear  view  of  the  percentages  of  the 
different  items  composing  the  prime  cost. — E.  H.  Caddy. 

493.  In  the  many  articles  and  discussions  published  in  regard  to  "Cost 
Accounting"  very  little  attention  is  paid  to  the  manufacture  of  "stock"  arti- 
cles, i.  e.,  goods  not  made  to  order  but  in  certain  standard  sizes  and  qualities. 

As  an  example  we  will  take  a  furniture  manufacturer  who  makes 
chairs,  tables,  couches,  ornamental  stands,  etc.  It  is  not  necessary  in  such 
a  case  to  install  a  complex  system  of  time  records,  as  a  certain  standard  of 
material  used  and  time  occupied  can  be  established.  One  chair  of  a  certain 
kind  and  style  should  cost  exactly  as  much  as  another  chair  of  the  same  kind 
and  style.  The  first  thing  the  manufacturer  should  do,  therefore,  is  to  fix 
the  standards,  and  then  hold  the  foreman,  or  superintendent,  responsible 
for  maintaining  the  standard. 

The  accounting  department  has  now  to  provide  a  check  on  the  cost  of 
production  which  is  accomplished  by  means  of  a  cost  ledger.  In  this  ledger 
open  an  account  with  each  line  of  goods  manufactured. 

In  the  general  ledger  open  two  accounts — a  raw  material  account  and  a 
manufacturing  account.  All  bills  of  raw  material  are  debited  as  they  come 
in  to  raw  material  account. 

Each  shop  order,  on  completion,  will  show  amount  of  raw  material 
used  and  time  consumed.  Debit  cost  to  account  in  cost  ledger  and  record 
comparison  with  standard,  thus. 

No.  5  Upholstered   Chains.     Standard  $3.15. 

Grade 

S.  O.  5719     Material $16  42 

Labor     .  .'. 16  25  3 .  267 

No.  5  upholstered  chairs  account  will  always  show  whether  orders  are 
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above  or  below  standard,  and  as  a  separate  "key"  will  be  kept  to  the  stand- 
ards, showing  proportion  on  which  established,  the  cause  of  any  disparity 
can  be  instantly  ascertained. 

At  the  end  of  the  month  the  closing  entries  will  be  on  the  following 
order : 

Debits.  Credits. 

Raw  Material  $5,500  00 

$5,500  00. ...  Manufacturing  Account. 

For  material  used  as   per   shop    orders 

Nos.  —  to  —  Wages 9,250  00 

9,250  00. ..  .Manufacturing  Account. 

For    time    reported     on     shop     orders 
Nos.  —  to  — . 

These  entries  will  correspond  with  the  cost  accounts  in.  the  cost  ledger. 
The  balance  of  raw  material  and  wages  accounts  will  represent  assets; 
material  on  hand  and  used  on  uncompleted  shop  orders;  time  employed  on 
uncompleted  shop  orders. 

The  above  comparative  trading  account  is  practically  self-explanatory. 
Supplies  can,  if  desired,  be  distributed  so  as  to  show  details  of  groceries, 
liquors,  meats,  fish,  and  fruits  consumed.  Expense  can  be  distributed  show- 
ing proportions  charged  for  heat,  light,  etc.,  charged  to  each  department. 

494.  ACCOUNTING  FOR  DEPARTMENT  STORES.— We  sub- 
mit a  system  of  general  mercantile  business  together  with  an  explanation 
for  conducting  the  business  on  a  departmental  basis. 

The  books  necessary  to  show  a  complete  record  of  the  transactions  are- 
as follows : 

Books  of  Account. — Sales  book,  cash  book,  ledger  "A"  (open  ac- 
counts), ledger  "B"  installment  accounts),  ledger  "C"  (rent  accounts), 
journal,  general  ledger. 

Statistical  Records. — Voucher  journal,  abstracts  of  daily  sales  and 
summary,  abstract  of  petty  expenditures,  pay  roll  analysis. 

The  departments  are  as  follows : 

A.  Dry  goods. 

B.  Boots  and  shoes. 

C.  Ladies'  and  gents'  furnishings. 

D.  Furniture. 

E.  Household  goods. 

F.  Hardware. 

G.  Commissary. 

CLOSING  OF  THE  OLD  SET  OF  BOOKS. 

Take  an  inventory  of  the  merchandise  on  hand,  classifying  same  under 
the  department  headings  A  to  G  as  above.     Include  any  merchandise   in 
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transit  on  which  money  has  been  advanced,  to  the  extent  of  the  part  pay- 
ment. 

Calculate  the  unexpired  insurance,  accrued  interest  and  accrued  wages, 
as  well  as  any  other  contingent  assets  and  liabilities  not  already  spread  on 
the  books  of  account. 

Credit  the  total  inventory  to  merchandise  account,  carrying  the  balance 
to  profit  and  loss.  Close  merchandise  account  and  bring  down  the  amount 
of  the  inventory. 

Credit  unexpired  insurance  to  insurance  account,  closing  the  balance 
to  profit  and  loss.     Close  insurance  account  and  bring  down  the  balance. 

Charge  accrued  wages  and  accrued  interest  on  bills  payable  to  salary 
account  and  interest  account  respectively;  close  the  balance  of  these  ac- 
counts into  profit  and  loss  and  bring  down  the  balances  on  the  credit  side. 

Close  the  income  and  expenditure  accounts  into  profit  and  loss  and 
rule  up  these  accounts. 

Close  profit  and  loss,  carrying  the  balance  to  surplus. 

Balance  and  rule  the  asset  and  liability  accounts,  bringing  down  the 
balances. 

Take  a  trial  balance  to  insure  the  accuracy  of  the  work. 

Close  the  assets  and  liabilities  into  the  proprietor's  capital  account,  and 
rule  up  his  account. 

The  ledger  is  now  of  no  further  use  except  as  a  book  of  reference. 

495.     General  Ledger. 

This  book  should  be  loose  leaf,  and  for  convenience  divided  into  three 
sections,  viz.  : 

Section  1 — Liabilities,  assets,  capital  income,  general  expenditure,  and 
personal  accounts  other  than  creditors  on  account  of  merchandise  purchases. 


Date 


Particulars 


Folio 


Debit 


Balance 


Credit     Folio 


Particulars 


Date 


FORM  1 

Section  2 — Departmental  accounts  divided  by  tabs  marked  A,  B,  C,  etc. 
Section  3 — Camp  accounts  divided  by  tabs  1  to  12. 
All  the  accounts  in  this  ledger  are  necessary  for  a  trial  balance. 
Each  account  in  the  general  ledger  will  have  a  number.  The  following 
allotment  of  account  numbers  should  prove  sufficient : 

Section   1 — Fifty   account   numbers. 

Section   2 — Seven  departments,  twenty-five  numbers  each. 

Section  3— Twelve  camps,  ten  numbers  each. 
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This  would  make  345  leaves  in  the  general  ledger  and  the  leaves  would 
be  numbered  consecutively  through  the  book.  Ample  provision  has  been 
made  for  new  accounts,  and  this  method  will  be  found  superior  in  this  case 
to  commencing  the  account  numbers  of  each  section  with  number  one. 

496.     Journal. 

The  journal  should  have  eight  columns,  four  on  the  debit  and  fourj 
on  the  credit  side. 

DEBIT  SIDE 


Ledger  A 
Open  Accounts 


Ledger  B 
Inst.  Account 


Ledger  C 
Rent  Account 


General 
Ledger 


Account 
Number 


Date 


Particulars 


CREDIT  SIDE 

Account 
Number 

General 
Ledger 

Ledger  C 
Rent  Account 

Ledger  B 
Inst.  Account 

Ledger  A 
Rent  Account 

FORM  2 

Journal  entries  affecting  the  accounts  in  the  subsidiary  ledgers  are  to 
be  posted  each  day,  and  the  total  posted  at  the  end  of  the  month  to  the  con- 
trolling account  in  the  general  ledger. 

497.     Sales  Book. 

Goods  sold  on  open  account  will  be  charged  in  this  book.  There  will 
be  four  invoices  to  the  page,  perforated  so  that  they  can  be  detached. 

Between  the  sheets  of  original  invoices  will  be  bound  manila  sheets  the 
same  in  form  as  the  invoices,  so  that  carbon  copies  of  each  bill  sent  out  can 


City Date. 

Name  of  concern 

M 

Address 

Terms 

Salesman 


Binder  No 

Account  No.. . 
Distribution. . 

Furn 

Hshld  Goods. 


Quantity 


Articles 


Price 
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FORM  8 
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be  made  and  preserved  for  reference.  The  invoices  will  be  numbered  con- 
secutively, and  contain  the  following  information: 

Postings  are  made  from  the  duplicate  invoices  to  ledger  A  for  custom- 
ers' purchases  and  to  the  camp  accounts  in  the  general  ledger  for  camp  sup- 
plies sold. 

498.     Cash  Book. 

The  ruling  of  the  cash  book  will  be  as  follows : 


DEBIT  SIDE 
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Cash 
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Ledger  A 
Open  Accts 
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Inst.    Acc't.Rent  Acc't 

Disc't.  and 
Allowance 

Sundry 

Total 
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Voucher 
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Petty 
Cash 
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FORM  4 

Reference  to  the  handling  of  the  entries  in  the  cash  book  will  be  made 
later  on. 

499.     Ledgers  "A,"  "B"  and  "C." 

These  ledgers  will  be  on  the  loose  leaf  plan  and  the  ruling  will  be  as 
follows : 

PRINTING   FOR    LEDGER   LEAVES. 

Ledger  A. 
Name. 

Account  No.  

Address.  y 

Rating. 
Terms. 
Credit  Limit. 

Ruling  as  specified  in  Form  1. 
Ledger  B. 
Name. 

Account  No.  

Address. 
Installment  File  No. 
Terms. 

Ruling  as  specified  in  Form  1. 

Ledger  C.  

Name. 
Account  No. 

Address. 
Rent  File  No. 
Terms. 

Ruling  as  specified  in  Form  1. 
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500.     Voucher  Journal. 
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500a.     Abstract  of  Daily  Sales  and  Summary. 
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501.     Abstract  of  Petty  Expenditures. 
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502.     Pay  Roll  Analysis. 

Department 


Name  Number.  Wages  Apr.  7  Apr.  14         Apr.  21         Apr.  28  Etc 


FORM  8 
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The  pages  of  this  hook  would  he  numbered  in  folio,  and  the  dates 
would  continue  on  the  right  hand  page  of  the  hook,  the  above  illustrating 
the  left  hand  side. 

The  first  folio  would  be  for  the  administrative  salaries,  and  the  suc- 
ceeding folios  for  departments.  Guide  tabs  should  be  affixed  so  that  the 
pay  roll  of  each  department  could  be  quickly  referred  to. 

503.     Opening  of  the  Books. 

The  departmental  inventories  having  been  ascertained,  and  the  cus- 
tomers' accounts  receivable  distributed  to  ledgers  A,  B  and  C  in  accordance 
with  the  plan  outlined,  we  will  now  turn  to  page  1  in  the  journal  and  make 
the  entries  opening  the  new  general  ledger. 

Real  Estate. 

Buildings. 

Furniture   and    Fixtures. 

Horses  and  Wagons. 

Unexpired  Insurance. 

Accounts   Receivable   Ledger  A. 

Accounts  Receivable  Ledger  B. 

Accounts  Receivable  Ledger  C. 

"A"  Dry  Goods   Inventory. 

"B"  Boots  and  Shoes  Inventory. 

"C"  Ladies'  and   Gents'   Furnishings   Inventory. 

"D"   Furniture    Inventory. 

"E"  Household  Goods  Inventory. 

"F"  Hardware  Inventory. 
"G"  Camp  Outfits  Inventory. 
Cash — 

To  Bills  Payable. 

To  Accounts  Payable. 

To   Proprietor. 
Department 

The  Real  Estate  consists  of  that  parcel  of  ground  situated  at  the  north- 
east corner  of  Market  and  First  streets,  fully  described  in  a  deed  from  Geo. 
L.  Wilson  to  Charles  F.  Smith  and  recorded  in  the  land  records  of  Wash- 
ington county,  liber  10,  page  324. 

The  Buildings  account  represents  the  value  of  the  improvements  on  the 
above  property. 

The  rotation  of  accounts  in  the  general  ledger  should  conform  to  the 
following  arrangements  as  nearly  as  possible : 

1 — Liabilities. 

2 — Assets. 

(a)  Fixed  assets. 

(b)  Quick  assets. 

3 — Capital  income  accounts. 
4 — Expenditure  accounts. 
5 — Any  personal  accounts. 
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The  inventories  are  of  course  to  be  posted  to  the  departmental  accounts 
and  the  unexpired  insurance  to  insurance  account. 

The  revenue  accounts  which  are  provided  for  in  the  departmental 
accounts,  would,  under  ordinary  circumstances,  follow  the  capital  income 
accounts. 

A  sufficient  number  of  account  numbers  should  be  reserved  between 
the  above  divisions  to  allow  for  such  additional  accounts  as  the  business 
may  require. 

The  trading  accounts,  and  profit  and  loss  accounts  will  be  found  in  the 
departmental  divisions  (2  and  3)  in  the  general  ledger.  A  surplus  account 
will  be  opened  under  "account  number  2"  and  will  show  the  net  profit  from 
each  department.     This  will  be  more  fully  explained  further  on. 

504.  Department  Accounts. 

The  headings  of  the  departmental  accounts  will  be  as  follows : 

Purchases. 

Cash    sales. 

Charge   sales. 

Aldse.    returns. 

Salaries. 

Administrative  expense. 

Rent. 

Light  and  heat. 

Incidental  expense. 

Insurance  and  taxes. 

Advertising. 

Delivery  expense. 

Trading  account. 

Profit  and   loss. 

Surplus. 

The  arrangement  of  the  sales  accounts  in  departments  "D"  and  "E," 

will  be  somewhat  different  and  there  will  be  several  new  accounts.     The 

changes  are  as  follows : 

Purchases. 

Cash  sales. 

Instalment,  sales. 

Instalment  goods  returned. 

Goods  rented. 

Rented  goods  returned. 

Other  accounts  as   stated   above. 

505.  Purchases. 

All  orders  should  be  made  in  triplicate.  The  original  sent  to  the  party 
from  whom  the  goods  are  purchased,  the  duplicate  sent  to  the  Receiving 
department,  and  the  triplicate  retained  in  the  Requisition  book  in  the  office. 
When  invoices  are  received,  the  shipping  receipt  should  be  marked  with  the 
order  number  and  sent  to  the  Receiving  department  so  that  there  will  be  no 
delay  in  the  delivery  of  the  goods.  There  is  no  reason  why  those  in  the 
Receiving  department  should  have  any  knowledge  of  the  prices  paid  for  the 
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goods,  and  for  that  reason  the  duplicate  order  should  be  detached  from  the 
Requisition  book  as  soon  as  articles  are  enumerated  and  the  quantity  and 
quality  specified. 

A  Receiving  book  should  be  provided  so  that  a  permanent  record  of 
goods  received  can  be  kept.  If  the  order  is  filled  complete  and  quality  O. 
K..  a  notation  is  made  on  the  Receiving  book,  "Order  No.  100  filled  com- 
plete" (Freight  paid  or  freight  prepaid,  $4.50).  The  form  would  give  the 
date,  name  of  consignor,  point  of  shipment,  routing,  delivered  by,  received 
by.  Should  a  shipment  be  damaged,  or  not  up  to  the  specifications,  same 
should  be  put  aside  for  the  inspection  and  decision  of  the  department  man- 
ager as  to  the  disposition  of  same.  When  orders  are  only  partially  filled  a 
notation  should  be  made  on  the  duplicate  order  and  a  memorandum  sent  to 
the  office  giving  full  particulars. 

As  soon  as  the  duplicate  orders  and  memoranda  are  received  from  the 
Receiving  department,  a  notation  is  made  on  the  triplicate  order  giving  the 
particulars.  It  is  very  necessary  that  the  triplicate  orders  be  kept  in  good 
shape  so  that  uncompleted  orders  can  be  followed  up. 

A  rubber  stamp  should  be  provided,  as  per  the  following  form,  and  an 
impression  of  same  made  on  invoices  as  soon  as  received. 

Received    

Freight  F.  O.   B 

Quantity   and   Quality   O.    K 

Prices    O.    K 

Extensions   O.    K ........•■..•• 

Charge   dept • 

The  above  being  filled  out,  the  invoice  is  now  ready  to  be  vouchered. 
The  form  of  voucher  is  as  follows  : 

Name  of  concern Date.... Voucher  No 

n          ,.      t  S  To  be  numbered  consecutively  1 

Bought  Ot {     i  t0  jooo  will  be  sufficient.     5 

Address 


Date 

Particulars 

Amount 

Dept. 

Distribution 

Check  No 

0.  K. 

Received  of 

Manager. 

Approved. 

FORM  9 
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After  the  voucher  and  invoice  have  been  compared  and  approved  by  a 
different  party  from  the  one  who  made  out  the  voucher,  if  in  order  the 
voucher  is  approved  and  handed  back  to  be  entered  in  the  voucher  journal, 
the  total  amount  being  entered  in  the  accounts  payable  column  and  the 
proper  distribution  made  to  the  accounts  affected. 

The  voucher  and  invoice  are  now  placed  in  a  tickler  under  the  date 
of  payment,  or  if  now  due  are  handed  to  a  clerk  who  makes  out  a  check  for 
same,  and  hands  the  check,  voucher  and  invoice  to  the  proprietor,  who  O. 
K.'s  the  voucher,  places  his  initial  against  the  net  amount  of  this  invoice 
and  signs  the  check.  The  voucher  and  check  are  handed  to  the  mailing 
clerk,  and  the  invoice  is  put  in  a  numbered  folder  corresponding  to  the 
voucher  number  (which  is  noted  on  invoice  as  well  as  date  of  payment), 
and  when  the  voucher  is  returned  receipted  same  is  filed  with  the  invoice. 

The  voucher  system  does  away  with  a  credit  ledger,  as  the  total  unpaid 
vouchers  shows  the  amount  of  unpaid  bills  and  only  the  live  items  are 
handled. 

The  system  mentioned  above  if  carefully  followed  out  will  prevent  a 
bill  from  coming  through  twice  without  being  detected.  An  index  should 
be  kept  of  the  vouchers,  showing  the  name  of  the  concern,  and  stating  the 
numbers  of  the  vouchers  paid  to  each  concern.  The  index  will  be  of  great 
service  in  looking  up  old  bills  so  as  to  compare  former  prices,  etc. 

506.     Cash  Sales. 

The  salesmen  of  the  various  departments  will  be  provided  with  indi- 
vidual sales  books  containing  50  tickets  in  duplicate.  The  tickets  will  be 
numbered  1  to  50  and  stamped  with  the  letter  of  the  department.  One  copy 
of  the  sales  ticket  goes  to  the  cashier  and  the  other  with  the  goods  to  the 
wrapping  counter.  In  the  back  of  the  sales  book  is  a  card  numbered  1  to  50 
on  which  is  noted  the  amount  of  the  sale.  The  salesman's  number  is 
marked  on  each  ticket  and  on  the  card.    The  cards  should  be  taken  up  each 


ABSTRACT  OF  CASH  SALES. 

Date. 

Cash  Sales. 

A 

B 

c 

D 

E 

F 

G 

FORM  10 


day  and  the  tickets  audited.     A  record  of  each  salesman's  sales  should  be 
kept  in  a  book  showing  the  total  from  day  to  day  so  that  any  noticeable 

The  cards  must  be  footed  and  the  cash 


falling  off  can  be  investigated. 
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sales  of  each  department  ascertained  and  the  total  cash  sales  for  the  day 
entered  in  the  Cash  book. 

The  total  cash  sales  is  then  entered  in  the  abstract  of  daily  cash  sales 
and  the  distributions  made  to  the  various  departments.  In  the  event  of 
goods  being  sold  for  cash  which  must  be  delivered,  a  delivery  ticket 
must  be  made  out  and  together  with  the  cash  ticket  must  be  presented  to 
the  floor-walker  or  head  of  the  department,  who  will  O.  K.  the  delivery 
ticket.  This  O.  K.  will  be  a  warrant  on  the  shipping  clerk  to  pass  the  goods 
out  of  the  house.  This  plan  must  be  strictly  adhered  to  in  order  to  keep 
goods  from  being  shipped  out  fraudulently. 

507.     Intallment  Sales  and  Goods  on  Rent. 
The  salesmen  who  handle  this  class  of  trade  will  be  provided  with 
special  forms  for  recording  the  transaction,  making  four  copies  (one  orig- 
inal and  three  carbons)  at  one  writing.     These  forms  are  bound  in  a  book. 
About  25  original  forms  (100  sheets)  would  make  a  nice  sized  book. 

After  the  party  has  selected  the  goods  the  salesman  will  make  the 
extensions  and  total.  The  original  copy  will  be  handed  in  at  the  office  "and 
the  triplicate  to  the  customer  so  that  the  amount  of  the  purchase  is  known 
to  them  and  they  will  know  the  items. 

The  customer  is  then  turned  over  to  the  credit  man,  to  whom  is  handed 
the  duplicate  and  fourth  copy  of  the  purchases.  The  credit  man  will  satisfy 
himself  as  to  the  character  of  the  party  and  their  ability  to  pay  the  obliga- 
tion in  accordance  with  the  terms  of  the  contract.  Such  forms  as  are  neces- 
sary to  bind  the  contract  will  be  presented  to  the  customer,  who  signs  same  in 
duplicate.  Upon  a  favorable  report  being  received  by  the  credit  man,  he  will 
O.  K.  the  duplicate  form,  sending  same  to  the  head  of  the  department  mak- 
ing the  sale.  Delivery  tags  will  be  made  out  and  O.  K.'d  by  the  head  of  the 
department  and  then  sent  along  with  the  duplicate  order  to  the  Delivery 
department  so  that  the  goods  can  be  shipped. 

The  receipt  for  the  delivery  of  the  goods  is  then  pasted  on  the  back  of 
the  duplicate  order  and  returned  to  the  office.  The  clerk  will  then  take  the 
original  order  and  place  same  on  a  binder  (instalment  binder  or  rental 
binder  as  the  case  may  be)  and  number  the  order  (binder  number). 

A  separate  binder  is  kept  for  the  instalment  and  rental  accounts.  Post- 
ings are  made  direct  from  these  binders  to  the  respective  ledgers,  placing  the 
account  number  on  the  binder  sheet  to  show  that  the  account  has  been 
posted.  To  facilitate  this  work  only  the  date  and  binder  number  is  posted 
to  the  ledger  and  the  amount  of  the  account,  no  individual  items  being 
shown. 
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Date 


Binder  No. 


Installment  Acc't 
Ledger  B 


D 


FORM  11 
CAMP  SALES. 

Sales  to  various  railroad  construction  camps  will  be  charged  in  the 
sales  book  and  posted  to  the  camp  account  affected  in  the  general  ledger. 
The  distribution  will  be  made  on  the  invoice  to  the  departments  the  same  as 
for  any  other  sales. 

Department  G  comprises  any  camp  outfits  or  commissary  supplies  kept 
in  stock  or  purchased  from  outside  parties  and  held  by  them  subject  to 
shipping  instructions.  All  goods  purchased  strictly  for  camp  use  to  be 
charged  to  department  G  in  the  voucher  journal  and  when  shipped  out  the 
sale  will  be  distributed  to  department  G.  A  sufficient  margin  should  be 
added  to  the  cost  to  cover  the  cost  of  handling  this  line.  The  freight  charges 
will  be  charged  to  department  G  in  a  lump  sum. 

PROPORTIONING  OF   FREIGHT   CHARGES  ON   CAMP  GOODS. 

The  first  step  is  to  get  well  acquainted  with  the  freight  agent  and  make 
an  effort  to  get  the  car  billed  out  "For  company  use."  This  is  a  great  sav- 
ing of  freight  charges,  as  the  rate  is  about  three  mills  per  ton  per  mile  (based 
on  the  minimum  capacity  of  the  car)  for  straight  hauls.  If  this  deal  can 
be  worked,  it  might  pay  to  ship  three  or  four  thousand  pounds  to  one  of  the 
camps  and  have  the  car  billed  out  as  24,000  lbs.,  the  minimum  capacity  of 
a  40,000  lb.  car.  As  this  three  mill  per  ton  per  mile  rate  only  applies  to 
through  shipments,  each  camp  order  would  have  to  be  loaded  in  a  separate 
car.  It  all  depends  on  the  weight  of  the  goods  and  the  distance  of  the 
camps  from  the  shipping  point  as  to  which  plan  would  be  cheaper  of  those 
to  be  mentioned.  Another  method  would  be  to  bill  the  car  to  the  first  camp 
at  the  regular  carload  rate,  unload  the  goods  for  Camp  No.  1  and  re-ship 
the  car  to  Camp  2  as  a  carload,  and  keep  up  this  method  of  re-billing  the 
car  until  the  local  freight  rate  is  cheaper  than  the  carload  rate  based  on  the 
minimum  capacity  of  the  car.  A  third  method  would  be  to  get  a  combina- 
tion rate  to  cover  the  delivery  of  the  goods  to  the  camps  at  a  flat  rate  of  so 
much  per  ton. 

No  matter  what  plan  is  used,  the  freight  should  be  proportioned  on  the 
number  of  pounds  carried  per  mile  from  the  shipping  point  to  the  desti- 
nation.    The  following  is  a  demonstration  of  this  method. 
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The  proportion  of  freight  chargeable  to  each  camp  would  be  as  follows : 
No.  1.  2-55,  No.  2,  3-55,  No.  3,  20-55,  No.  4,  30-55. 

The  freight  charges  are  added  on  the  bill  for  goods  shipped  to  each 
camp.  


Camp. 

Weight 

of 

Shipment, 

Distance 

from  shipping 

point. 

Number  of 

pounds  carried 

one  mile. 

No.  1 
No.  2 
No.  3 
No.  1 

10,000  lbs. 

5,000    " 

20,000    " 

15,000    " 

10  miles 
30     " 
50     ■« 
100     " 

100,000 

150,000 

1,000,000 

1,500,000 

2,750.000 

FORM  12 

All  receipts  from  the  camps  are  entered  in  the  sundry  column  of  the 
cash  book,  and  credited  to  commissary  receipts  in  the  camp  account  affected. 

ASCERTAINING  THE  DAILY  SALES. 

Separate  abstracts  must  be  kept  with  cash  sales,  sales  on  open  account, 
instalment  sales,  and  goods  rented.  These  records  are  invaluable  for  com- 
parative purposes,  besides  furnishing  the  data  for  the  entries  at  the  end  of 
the  month.    The  form  of  the  abstracts  would  be  about  as  follows : 

ABSTRACT  OF  CHARGE  SALES. 


Date 


Invoice       Led.  A.       Gen'l  Ledger 
No.        Open  Acc't    Camp  Acc'ts 


FORM  13 
ABSTRACT  OF  GOODS  RENTED. 


Date 


Binder  No. 


Rent  Acc'ts 
Ledger  C 


D 


FORM  14 

The  cash  sales,  charge  sales  and  instalment  sales  are  summarized  each 
day  and  the  result  entered  on  the  "Summary  of  daily  sales."  Goods  rented 
is  shown  separate  on  the  summary  sheet  and  is  not  included  in  the  total  sales. 

GOODS   SOLD  AND  RETURNED. 

The  amounts  refunded  on  account  of  cash  sales  are  entered  each  day 
beneath  the  footing  of  cash  sales  in  red  ink,  distributed  to  the  departments 
affected  and  deducted.  The  net  amount  of  cash  sales  is  then  entered  on  the 
summary  of  daily  sales. 


346 


BOOK-KEEPING    AND    BUSINESS    PRACTICE 


507 


A  "credit  binder"  should  be  kept  for  goods  returned  that  have  been 
charged  in  Ledgers  "A,"  "B"  and  "C,"  and  separate  abstracts  kept  with 
each  ledger  affected  in  the  same  manner  as  the  abstracts  of  sales. 

The  form  of  the  credit  memo  should  be  as  shown  in  figure  15 ;  and 
should  be  printed  in  red  ink. 

Four  copies  are  made  (1  original  and  3  carbons).  The  original  is  kept 
in  the  office,  one  copy  sent  to  the  customer,  one  to  the  manager  of  the  depart- 
ment affected  by  the  transaction  and  one  copy  to  the  receiving  clerk.     The 

CREDIT  MEMORANDUM. 


Cr.  Binder  No. 

Account  No. 

Distribution 

Credit 

D.  G. 

B.  S. 

L.  &  G.  Furn. 

Address 

Furniture 
H.  Goods 

Hdw. 

Quantity       -Articles       Price     Extension       Total 


FORM  15 

credit  memo,  must  be  O.  K.'d  by  someone  in  authority  as  soon  as  made  out. 
The  receiving  clerk  will  not  send  for  goods  or  allow  same  to  be  delivered 
unless  a  copy  of  the  credit  memo,  properly  O.  K.'d  is  in  his  possession. 
Goods  returned  and  found  to  be  in  order  with  the  credit  memo,  will  be  put 
aside  and  the  department  notified.  The  credit  memo,  will  be  O.  K.'d  by  the 
receiving  clerk  and  returned  to  the  office.  The  original  credit  memo,  is  then 
put  in  the  binder  and  numbered.  Postings  are  made  from  this  binder  to  the 
respective  ledgers  as  shown  on  face  of  credit  memo. 

CASH  RECEIPTS  AND  DISBURSEMENTS. 

(ash  sales  are  entered  in  total  each  day.  Customers'  collections  are 
entered  as  received  and  the  total  amount  entered  in  the  column  of  the  ledger 
affected.  Any  discount  or  allowance  (other  than  merchandise  returns)  is 
entered  in  the  "discount  and  allowance"  column.  Receipts  from  any  other 
source  are  entered  in  the  "sundry"  column.  All  discount  and  allowance 
items  must  be  O.  K.'d  by  the  proprietor  and  the  voucher  filed  with  the  cash 
vouchers.  If  this  should  not  be  practical  in  this  case,  the  proprietor  should 
O.  K.  the  "discount  and  allowance"  column  in  the  cash  book  after  the  foot- 
ings have  been  made  in  ink,  and  he  should  also  see  that  the  footings  are 
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carried  forward  correctly  and  that  no  erasures  have  been  made  since  hia 
•last  inspection. 

All  disbursements  on  account  of  audited  vouchers  are  entered  in  the 
account  payable  column,  the  date  of  payment  name  of  payer,  and  voucher 
number  being  shown  in  their  respective  spaces.  In  the  event  of  a  partial 
payment  being  made  on  account  of  an  audited  voucher,  the  date  of  the  part 
payment  and  amount  is  noted  on  the  voucher  by  the  party  signing  the  check, 
and  the  particulars  also  noted  on  the  invoice  accompanying  the  voucher. 
This  precaution  would  prevent  the  making  out  of  a  new  voucher  under  the 
old  number  and  putting  same  through  for  the  full  amount  of  the  invoice 
after  a  partial  payment  has  been  made. 

Disbursements  affecting  Ledgers  "A,"  "B"  and  "C"  are  entered  in 
their  respective  columns  and  posted  to  the  accounts  affected  in  the  respective 
ledgers.  Disbursements  affecting  departmental  salary  accounts  and  all 
general  accounts  are  entered  in  the  sundry  column. 

PETTY  CASH. 

A  check  is  handed  to  the  cashier  to  establish  a  petty  cash  fund  and  the 
amount  charged  in  Section  1  of  the  general  ledger  to  an  account  opened  for 
that  purpose. 

When  the  petty  cash  is  nearly  exhausted  a  check  is  given  for  the 
amount  expended  to  bring  the  fund  up  to  the  original  amount.  At  the  end 
of  the  month  a  journal  entry  is  made  charging  the  incidental  expense  ac- 
counts of  the  general  or  departmental  accounts  and  crediting  petty  cash 
fund. 

PAYMENT  OF  SALARIES. 

The  pay  roll  having  been  made  out  in  the  "pay  roll  analysis"  as  di- 
rected, a  notation  is  made  on  the  check  stub  of  the  amount  of  the  pay  roll 
for  each  department  and  a  check  drawn  for  the  total  amount.  The  amounts 
of  the  administrative  and  departmental  pay  rolls  are  entered  separately  in 
the  cash  book  in  the  sundry  column  and  charged  to  general  salary  and 
departmental  salary  accounts  respectively. 

BALANCING  THE  CASH  BOOK. 

Before  closing  the  cash  book  the  accounts  payable  should  be  proven  in 
the  following  manner: 

Balance  Unpaid  Vouchers  1st  of  month 

Add:— Vouchers  issued  during  month 

Total    

Less:_Amount   of   Audited  Vouchers   paid    as   per 
Cash   Book    

Balance  unpaid  Vouchers  on  hand 
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The  unpaid  vouchers  should  be  footed  to  prove  the  work. 

Proceed  to  balance  the  cash  book  in  the  usual  manner,  transferring  the 
amount  of  the  discount  column  to  the  credit  side.  Make  a  check  mark  in 
the  folio  column  opposite  the  cash  sales  total  to  show  that  this  amount  is 
not  posted.  Post  the  totals  of  Ledgers  "A,"  "B"  and  "C"  on  both  sides  to 
the  controlling  accounts  in  Section  1,  also  the  totals  of  "accounts  payable," 
"petty  cash,"  and  "discount"  Post  the  total  cash  receipts  and  disbursements 
to  cash  account,  noting  the  balance  in  the  balance  column 

See  that  the  receipts  from  the  camps,  and  all  other  receipts  and  disburse- 
ments in  the  sundry  columns  are  posted  individually  as  same  are  not  posted 
in  total. 

Rule  the  cash  book.  Enter  on  the  debit  side  of  the  cash  book  beneath 
the  ruling  the  cash  sales  of  each  department,  which  information  is  obtained 
from  the  abstract  of  cash  sales,  and  post  these  items  to  the  credit  of  the  cash 
sales  account  of  the  various  departments.  The  total  of  these  items  must 
agree  with  the  total  of  the  cash  sales  column. 

CLOSING  THE  BOOKS  FOR  THE  MONTH. 

The  voucher  journal  having  been  footed  and  cross  footed,  the  follow- 
ing journal  entry  is  made : 

Purchase  Dept.  A. 
Purchase  Dept.  B. 
Purchase  Dept.  C. 
Purchase  Dept.  D. 
Purchase  Dept.  E. 
Purchase  Dept.  F. 
Purchase  Dept.  G. 
Rent  (if  any.) 
Light  and  heat. 
Incidentals. 
Insurance  and  taxes. 
Advertising. 
Postage. 
Delivery. 

To  accounts  payable. 

The  purchases  are  posted  to  the  departmental  accounts  affected  and  the 

balance  of  the  items  are  posted  in  the  general  accounts,  Section  1. 

The  following  entries  are  made  from  the  various  abstracts : 

Ledger  "A"  open  accounts. 
Camp  accounts. 

To  Charge  Sales  Dept.  A. 

To  Charge  Sales  Dept.  B.,  etc. 

The  camp  sales  having  been  posted  individually,  same  cannot  be  posted 
in  total  although  the  distribution  of  the  camp  sales  must  be  credited  to  the 
departmental  accounts. 
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Reverse  this  entry  in  journalizing  the  charge  goods  returned  from  that 
abstract  : 

Ledger  B  (Inst,  accounts) 

To  Instalment  Sales  Dept.  D. 
To  Instalment  Sales  Dept.  E. 

Reverse  this  entry  should  there  be  any  instalment  goods  returned. 

Ledger  C  (Rent  accounts) 

To  Rented  Goods  Dept.  D. 
To  Rented  Goods  Dept.  E. 

Reverse  this  entry  for  rented  goods  returned  as  shown  by  that 
abstract. 

Journal  entry  for  petty  cash  distribution  has  already  been  outlined. 

All  journal  entries  having  been  posted  the  general  ledger  is  now  in 
shape  to  take  a  trial  balance.  As  Ledgers  "A,"  "B"  and  "C"  have  con- 
trolling accounts  in  the  general,  ledger,  a  trial  balance  can  be  taken  independ- 
ently of  same.  These  subsidiary  ledgers  should  be  balanced  each  month 
and  the  balances  from  each  compared  with  the  respective  accounts  in  the 
general  ledger. 

CARD    INDEX    SYSTEM. 

A  most  valuable  adjunct,  in  fact,  a  vital  necessity  of  this  business  is  a 
thorough  card  index  system.  Each  and  every  customer  of  the  concern 
whether  cash,  charge,  instalment  or  rent  should  have  a  card.  Of  course  it 
would  be  impossible  to  have  all  the  cash  customers  represented  in  the  files, 
but  if  pains  were  taken  to  keep  a  card  of  parties  purchasing  furniture  and 
household  goods  for  cash,  a  very  desirable  file  could  be  established.  All 
customers  buying  on  open  account,  instalment  and  rent  must  have  a  card. 
These  cards  should  be  made  out  each  day  from  the  sales  book  and  various 
binders,  and  filed  alphabetically.  Guide  cards  should  be  provided  subdivid- 
ing the  alphabet  so  as  to  facilitate  the  location  of  the  card  wanted. 

A  useful  form  of  card  would  be  as  follows : 

Xame  Account  No 

Street  File  No 

Town  Occupation 

Terms  Credit. 

Amt.  of  purchase  Class  of  goods  purchase^ 

Written  Complaints. 

Circulars 

(size   about   4x6.) 

Should  it  be  desirable  to  file  these  cards  according  to  towns,  or  class  of 
trade  this  can  easily  be  done  by  providing  guide  cards  with  the  subdivision 
printed  thereon.  In  any  event  the  alphabetical  arrangement  must  be  main- 
tained. 

This  index  properly  kept  up  will  be  most  valuable  to  the  book-keeper, 
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credit  man,  and  to  the  advertising  department  in  calling  the  attention  of  the 
trade  to  new  goods,  etc. 

COLLECTION  SYSTEM. 

A  separate  card  index  is  kept  for  city  trade,  railroad  trade,  and  min- 
ing trade.  The  same  form  of  card  could  be  used  as  already  described  except 
that  the  word  ''circulars"  on  the  last  line  should  be  replaced  by  "pay- 
ments overdue."  In  order  to  distinguish  the  classes  of  cards,  use  white 
cards  for  city  trade,  pink  cards  for  railroad  trade,  and  buff  cards  for  mining 
trade.  These  cards  must  be  made  out  each  day  and  placed  in  the  respective 
files  alphabetically.  In  entering  the  "Account  No."  on  the  card,  the  letter 
of  the  ledger  "A,"  "B"  or  "C"  should  precede  the  number,  as  the  account 
is  liable  to  be  in  either  of  the  three  customers'  ledgers.  Two  drawers  are 
provided  for  the  cards  of  each  ledger.  All  the  cards  of  each  ledger  are 
placed  in  one  of  the  drawers,  and  as  soon  as  a  payment  is  made  the  card  is 
removed  to  the  lower  drawer.  By  this  method  all  cards  of  unpaid  items 
will  be  together  and  can  be  dealt  with  according  to  the  rules  established  by 
the  house.  Delinquent  cards  should  not  be  removed  from  the  drawer  for  a 
longer  period  than  is  necessary  to  make  a  list  of  same  together  with  any 
remarks  which  will  be  of  assistance  to  the  collection  department.  In  order 
to  follow  up  the  delinquent  cards  and  prevent  the  possibility  of  same  being 
overlooked,  guide  cards  should  be  provided  in  the  lower  drawer  marked 
"Five  days  past  due,"  "Ten  days  past  due,"  etc.,  and  the  cards  filed  accord- 
ingly. The  collection  department  must  be  kept  posted  regarding  the  cards 
on  which  payments  are  overdue.  The  follow  up  system  should  be  conducted 
as  follows :  A  list  of  all  accounts  five  days  overdue  will  be  sent  to  the  col- 
lection department,  showing  name,  address,  class  of  account  (open  account, 
instalment  or  rent),  terms,  and  date  payment  was  due.  All  hands  on  this 
"Roll  of  Honor"  will  receive  a  note  calling  attention  to  their  lapse  of  mem- 
ory. Any  stand  off  replies  will  be  referred  to  the  credit  man  who  will  pass 
on  same.  Should  the  party  be  unknown  to  him,  a  consultation  with  the 
salesman  will  no  doubt  be  of  some  assistance.  After  a  lapse  of  a  second 
five  days  another  lfst  will  be  made  up  by  the  book-keeper  of  all  accounts 
ten  days  overdue  and  handed  to  the  collection  department  for  action. 

This  system  strictly  carried  out  will  prevent  any  account  being  over- 
looked. 

A  receipt  book  could  be  used  to  advantage,  showing  the  account  num- 
ber and  name  of  the  party.  The  principal  objection  to  the  receipt  book  is 
that  the  party  who  is  delinquent  seldom  brings  the  book  along,  has  forgotten 
the  account  number,  or  is  accommodating  "a  friend"  by  making  the  pay- 
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ment.     These  subterfuges  are  too  well  known  to  the  initiated  to  require  fur- 
ther comment. 

FILING  SYSTEM  FOR  RENT  AND  INSTALMENT  DOCUMENTS. 

The  documents  connected  with  and  appertaining  to  each  instalment 
sale  and  rental  contract  will  be  filed  in  a  manila  envelope  of  suitable  size. 
The  face  of  the  envelope  will  show  the  name  and  address  of  the  party,  and 
account  number.  The  envelopes  will  be  numbered  consecutively  and  this 
number  entered  opposite  "File  No."  on  the  guide  cards  and  ledger  page. 
A  separate  file  should  be  provided  for  instalment  accounts  and  for  rental 
contracts.  When  the  transactions  are  closed,  the  papers  containing  the 
signature  of  the  customers  should  be  returned  to  them  and  the  envelopes 
filed  in  the  back  of  the  file  so  that  all  the  numbers  can  be  accounted  for. 
Of  course  when  the  empty  envelopes  become  numerous  the  greater  portion 
can  be  bundled  up  and  stored  until  their  period  of  usefulness  is  passed.  The 
custom  of  having  each  payment  covered  by  a  note  is  obsolete  in  the  instal- 
ment business.  In  place  of  the  notes,  the  victim  is  required  to  sign  a  "power 
of  attorney"  giving  the  lessor  power  to  buy,  sell,  and  contract  debt  in  your 
name,  etc.  This  form  is  illegal  in  some  states,  and  the  proprietor  of  a  busi- 
ness of  this  kind  should  be  sure  that  the  state  in  which  he  does  business  is 
not  on  the  list  before  using  this  form. 

Before  proceeding  with  the  subject  of  closing  the  books  at  the  end  of  the 
fiscal  period,  we  will  first  consider  the  form  of  monthly  report  to  be  ren- 
dered to  the  proprietor.  The  value  of  the  services  of  the  general  book- 
keeper largely  depends  on  his  ability  to  present  to  the  proprietor  statements 
intelligently  gotten  up  showing  the  operations  of  the  business,  so  that  any 
falling  off  in  sales,  or  increase  in  expenses,  can  be  noted  and  investigated. 
Keen  observation  and  close  attention  to  business  will  ultimately  result  in  a 
thorough  mastery  of  the  internal  workings  of  the  departments,  and  the 
knowledge  thus  gained  will  place  its  possessor  in  a  position  to  judge  whether 
or  not  the  business  is  doing  all  it  could,  and  to  make  valuable  suggestions. 

The  form  of  monthly  report  herewith  presented  is  made  up  on  a  per- 
centage basis  and  shows  the  estimated  profit  of  each  department,  which 
should  closely  tally  with  the  actual  profit  at  the  end  of  the  year. 

The  method  of  making  up  the  monthly  report  herewith  presented  is  as 
follows :  Enter  the  cash,  charge,  and  instalment  sales,  less  returns,  under 
the  respective  departmental  headings.  These  are  taken  from  the  Abstract 
Sheets.  Enter  any  miscellaneous  receipts  other  than  from  camps  and  goods 
on  rent.     The  total  of  the  columns  will  show  the  amount  of  business  done 
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by  each  department  together  with  any  miscellaneous  receipts  which  do  not 
affect  the  purchase  or  expense  accounts. 

The  departmental  salaries  and  incidental  expenses  are  next  entered. 
Each  department  should  be  charged  on  the  monthly  report  with  its  propor- 
tion of  the  rent  in  accordance  with  the  amount  of  space  occupied.  An 
equitable  charge  should  also  be  made  for  "light  and  heat"  and  also  for  the 
cost  of  maintaining  the  receiving  and  delivery  department.  The  cost  of 
"insurance  and  taxes"  is  estimated  on  the  approximate  inventories  of  each 
department  and  the  value  of  the  fixtures,  and  this  charge  should  be  made 
each  month  on  the  monthly  report  at  the  same  figure.  In  the  event  of  the 
inventory  of  any  of  the  departments  being  increased  to  an  extent  sufficient 
to  justify  additional  insurance,  the  amount  of  the  premium  is  to  be  divided 


SALES.  EXPENSES  AND  ESTIMATED  PROFITS  FOR  THE  MONTH  OF. 


Departments 

A 

B 

C 

D 

E 

F 

Total 

Other  than  from  camps  and  troods  on  rent 

Total 

Expenses 

Net  profit 

Total 

Estimated  Gross  Profit  on  Sai.es 

Less  operating  expense  misc.  receipts  deducted 

Add.  net  profit  for  previous  mos.  (statins;  same) 

Estimated  net  profit  to  date 

Percentage  of  Gross  Profit  on  Sales 

Camps 

1 

2 

8 

4 

5 

6 

7 

Total 

Less:   Cost  of  goods  and  labor 

Profit 

Value  of  goods  on  rent  $ Receipts  from  goods  on  rent: 

FORM  16 


Administrative  expense  $. 
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by  12  and  this  result  added  to  the  charge  against  the  department.  Reduc- 
tions in  the  amount  of  insurance  carried  need  not  be  considered,  espe- 
cially if  the  policies  are  canceled  on  the  short  rate  plan.  The  amount  re- 
ceived on  account  of  cancellations  could  be  entered  under  the  heading  of 
miscellaneous  receipts.  The  charge  for  advertising  is  to  be  proportioned 
among  the  departments  according  to  the  amount  of  space  used.  The  cost 
of  advertising  done  direct  from  the  house  is  also  to  be  included. 

FIXING  THE  GROSS  PROFIT  ON  SALES. 

The  aim  of  the  proprietor  will  no  doubt  be  to  make  a  certain  rate  of 
gross  profits  on  the  cost  of  goods  sold  by  each  department  for  cash,  on  open 
account,  and  on  the  instalment  plan.  These  figures  being  made  known  to 
the  book-keeper,  he  will  proceed  to  find  the  percentage  of  profit  on  the  sell- 
ing price.  The  cost  (100  per  cent)  plus  the  percentage  of  profit  on  the 
cost,  divided  into  the  rate  of  sales,  will  give  the  percentage  of  profit  on  the 
sales.  The  same  percentages  should  be  maintained  throughout 
the  year  so  that  a  comparison  can  be  made  with  the  actual  profits 
as  shown  by  the  books.  In  the  first  place,  these  percentages  should 
be  conservative,  and  any  considerable  variance  thoroughly  investigated. 
The  estimated  cost  of  sales  and  the  estimated  gross  profit  on  sales  should 
now  be  calculated  on  the  basis  of  the  percentages  established  and  the  results 
entered  in  the  respective  columns.  The  total  gross  profit  for  each  depart- 
ment is  now  ascertained,  and  the  operating  expense  (consisting  of  the  total 
of  the  items  in  the  expense  division  other  than  estimated  costs  of  goods 
sold)  deducted,  less  any  miscellaneous  receipts.  The  result  of  this  opera- 
tion will  show  the  estimated  net  profit  of  each  department.  The  net  profit  is 
now  entered  beneath  the  line  "Total  Expense."  The  totals  of  the  depart- 
mental columns  under  Section  1  and  Section  2  are  now  found  and  should 
agree.  The  report  should  now  be  cross-footed  to  prove  the  accuracy  of  the 
work,  and  also  to  show  the  recapitulation  of  the  sales,  miscellaneous  receipts, 
expenditures,  gross  and  net  profit  for  the  month. 

The  profits  from  the  operation  of  the  camps  can  be  shown  each  month. 
The  board  will  invariably  be  collected  each  pay  day  from  the  laborers  and 
returns  made  to  the  office.  As  camp  outfits  depreciate  very  rapidly,  a  very 
liberal  charge  should  be  made  against  the  camp  profits  each  year  and  credited 
to  "reserve  for  depreciation  on  camp  outfits." 

The  report  of  the  items  mentioned  on  the  bottom  of  the  monthly  report 
should  show  the  totals  from  the  previous  month  and  the  transactions  of  the 
current  month  added.  Any  returns  of  goods  or  rent  should  be  deducted  at 
the  price  charged  in  the  binder. 
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GOODS  LEASED  ON   RENTAL. 

On  account  of  the  impracticability  of  dividing  among  the  departments 
on  an  equitable  basis  the  profits  arising  from  this  class  of  trade,  it  would 
no  doubt  be  better  to  treat  this  class  of  business  as  sales.  A  fair  margin  of 
profit  should  be  allowed  the  departments  on  the  cost  of  the  goods,  say  20 
per  cent.  This  would  cover  the  cost  of  refinishing  furniture  and  household 
goods  returned.  Rental  account  (Ledger  "C")  would  be  charged  with  all 
goods  leased  on  rentals,  crediting  the  department,  and  the  department 
charged  and  rental  account  (Ledger  "C")  credited  with  returned  goods  at 
the  cost  price.  The  accounts  in  Ledger  "C"  would  of  course  be  charged 
and  credited  with  all  items  affecting  them.  The  closed  accounts  in  Ledger 
"C"  would  then  show  a  profit  or  a  loss.  A  "rental  profit  and  loss"  account 
should  be  opened  on  the  page  next  to  the  controlling  account  of  Ledger 
"C,"  and  the  profit  or  loss  arising  from  the  various  individual  rental  ac- 
counts removed  to  a  binder.  No  account  in  the  rental  ledger  is  considered 
closed  until  the  goods  rented  have  been  returned,  although  the  rental  receipts 
credited  to  each  open  account  should  be  transferred  to  the  rental  profit  and 
loss  account  at  the  end  of  each  fiscal  period. 

If  this  plan  be  followed,  the  goods  leased  on  rental  should  be  included 
in  the  body  of  the  monthly  report  so  that  the  departmental  profit  can  be 
shown. 

STOCK  RECORDS. 

Each  department  should  keep  stock  books  properly  ruled  so  that  the 
condition  of  the  stock  can  be  ascertained.  Each  clerk  should  have  a  certain 
portion  of  the  stock  under  his  care,  and  it  is  his  duty  to  keep  the  department 
manager  advised  regarding  quick  selling  lines  so  that  the  stock  can  be  re- 
plenished. A  "want  book"  should  be  kept  in  each  department  in  which  is 
entered  a  memorandum  of  goods  needed.  The  stock  books  should  be  veri- 
fied frequently  so  as  to  keep  a  check  on  the  stock. 

CLOSING   THE    BOOKS. 

The  departmental  inventories  having  been  taken,  priced,  extensions 
made  and  footed,  same  should  be  gone  over  carefully  by  the  clerks  in  the 
office  and  corrections  made  where  errors  are  found.  Inventories  of  goods 
on  hand  at  the  various  camps  should  be  forwarded  to  the  office  where  the 
extensions  and  footings  will  be  verified.  An  inventory  of  the  goods  on  rent 
must  be  taken  from  the  rent  ledger  at  the  prices  charged  against  the  individ- 
ual accounts. 

The  value  of  the  unexpired  insurance  must  be  calculated  as  also  the 
accrued  interest  on  bills  payable  or  loans,  if  any. 
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The  following  routine  work  must  of  course  be  done  before  closing  the 
books : 

Balance  the  cash ;  prove  the  accounts  payable ;  reconcile  the  bank  ac- 
count ;  balance  the  subsidiary  ledgers  with  the  controlling  accounts  in  the 
general  ledger;  take  a  trial  balance. 

There  are  two  methods  of  handling  departmental  accounts  either  of 
which  can  be  followed  out.  The  simplest  method  which  does  away  with 
a  good  deal  of  book-keeping  and  is  used  where  the  departmental  profits  are 
not  proportioned  with  the  managers  will  be  discussed  first. 

This  method  consists  of  the  keeping  of  such  departmental  accounts  as 
are  necessary  to  make  up  a  trading  account,  viz. : 

Purchase  accounts;  sales  accounts;  merchandise  returns;  discount  and 
allowance;  department  salaries;  incidental  expense;  trading  account. 

The  balances  from  the  various  trading  accounts  are  carried  to  a  gen- 
eral profit  and  loss  account,  against  which  is  charged  administrative 
expense;  rent;  light  and  heat;  insurance  and  taxes  on  stocks  of  merchan- 
dise: advertising;  receiving  and  delivery  expense;  and  such  other  expenses 
as  have  a  direct  bearing  on  results  from  the  trading  operations.  The  profit 
arising  from  "goods  on  rental"  are  transferred  to  the  general  profit  and 
loss  account. 

The  balance  from  the  general  profit  and  loss  account  is  carried  to 
surplus  account,  against  which  is  charged:  Interest  on  borrowed  capital; 
reserve  for  depreciation  on  fixtures;  reserve  for  depreciation  on  camp  out- 
fits ;  reserve  for  depreciation  of  goods  on  rent. 

The  real  estate  should  be  revalued  about  every  two  years  and  the 
appreciation  or  depreciation  of  same  credited  or  debited  to  surplus. 

Separate  accounts  must  be  opened  for  the  reserves  for  depreciation, 
and  for  the  appreciation  or  depreciation  of  the  real  estate. 

The  system  of  accounts  outlined  has  been  based  on  the  concern  owning 
its  own  real  estate  and  building.  The  business  should  be  charged  a  rent 
based  on  the  value  of  the  ground  and  improvements  through  a  journal 

entry  : 

Rent- 
To  Ground   Rent  Fund   (5  per  cent,  of  value  of  ground) 
To  Building  Fund   (10  per  cent,  of  cost  of  building.) 

The  taxes  paid  on  the  real  estate  and  other  items  chargeable  to  same 
will  be  charged  to  the  ground  rent  fund.  The  insurance,  taxes,  water,  rent, 
repairs,  and  any  charges  against  the  building  other  than  improvements  will 
be  charged  against  the  building  fund. 

The  balance  of  the  ground  rent  fund  should  be  transferred  to  surplus 
account.     The  balance  of  the  building  fund  should  be  transferred  to  "re- 
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serve  for  depreciation  on  building."     The  above  percentages  are  approxi- 
mate.   For  a  frame  building  the  rent  of  same  should  be  at  least  15  per  cent. 

CAMP    PROFIT   AXD    LOSS   ACCOUNTS. 

The  profit  and  loss  accounts  of  each  camp  will  be  closed  into  the  profit 
and  loss  account,  and  the  balance  from  each  camp  profit  and  loss  account 
transferred  to  the  general  profit  and  loss  account. 

The  journal  entries  for  spreading  the  inventories  and  accrued  accounts 
on  the  books  are  as  follows : 

General  Inventory  Account — 

To  Dept.  A,  Inventory 

To  Dept.  B,  Inventory,  etc. 

To  Camp  1,   Inventory 

To  Camp  2,  Inventory,  etc. 

To  Goods  on  Rent,  Inventory. 
Unexpired   Insurance — 

To  Insurance 
Interest — 

To  Accrued  Interest. 

After  the  books  are  closed  these  entries  are  reversed. 

Now  close  merchandise  returns  into  purchase  account,  and  discount 
and  allowance  into  sales  account.  The  purchase  account  will  now  show 
the  turnover,  or  cost  of  goods  sold.  The  sales  accounts  will  show  the 
net  sales. 

The  purchase  account,  sales  accounts,  departmental  salary  and  depart- 
mental incidental  expense  will  now  be  closed  into  the  trading  account  and 
this  balance  carried  to  the  general  profit  and  loss  account. 

SECOND    METHOD. 

The  work  required  to  carry  out  this  method  in  addition  to  that  already 
outlined  consists  of  carrying  the  trading  profit  to  a  departmental  profit 
and  loss  account  and  charging  against  this  latter  account  an  equitable  pro- 
portion of  the  administrative  expense  (based  on  turnover)  ;  rent:  light  and 
heat;  insurance  and  taxes  on  stock;  advertising;  receiving  and  delivery 
expense. 

The  balance  of  this  account  would  be  the  departmental  surplus  and 
is  transferred  to  the  surplus  account.  The  balance  of  all  the  surplus 
accounts  should  then  be  transferred  to  the  general  surplus  account  by  a 
journal  entry. 

Bad  and  doubtful  accounts  are  provided  for  by  a  journal  entry. 

Profit  and  Loss — 

To  Suspense  account 

The  individual  accounts  are  transferred  to  the  back  of  the  ledger  and 

a  dividing  sheet  with  a  tab  marked  "suspense"  placed  between  the  live  and 
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the  suspense  accounts.  These  transferred  accounts  will  be  kept  in  numerical 
order  according  to  account  numbers,  and  a  notation  made  on  the  index 
cards  that  the  account  is  in  suspense.  On  the  dividing  sheet  will  be 
enumerated  the  accounts  in  suspense  and  the  total  of  these  accounts  will 
appear  in  the  trial  balance  book.  When  a  collection  on  an  "in  suspense" 
is  made,  same  is  credited  on  the  dividing  sheet  as  well  as  on  the  account 
itself.  At  the  end  of  the  year,  the  total  collections  from  accounts  in  sus- 
pense is  found  and  a  journal  entry  made : 

Suspense — 

To  Surplus  account. 

These  collections  cannot  be  credited  to  profit  and  loss  as  they  have 
no  bearing  on  the  profits  of  the  current  period. 

To  provide   for  accounts  in  suspense  that  have  proven  worthless,  a 

journal  entry  is  made: 

Suspense^ — 

To  Ledger  "A"  or  "B"  (as  the  case  may  be) 

From  a  labor  saving  point  of  view  me  method  first  outlined  is  to  be 

preferred.     The  second  method,  while  necessitating  a  little  more  work,  will 

prove  the  more  valuable  from  a  statistical  point  of  view  and  should  be 

adopted. 

ANNUAL  REPORT. 

At  the  end  of  the  fiscal  period,  the  book-keeper  should  render  to  the 
proprietor  a  statement  covering  the  transactions  of  the  business  and  make 
a  thorough  report  on  same,  submitting  the  following  schedules : 

Schedule  "A"  Profit  and  Loss  account,  Dept.  "A." 

Schedule  "B"  Profit  and   Loss  account,  Dept  "B." 

Schedule  "C"  Profit  and  Loss  account,  Dept.  "C." 

Schedule  "D."  Profit  and  Loss  account,  Dept.  "D." 

Schedule  "E."  Profit  and  Loss  account,  Dept.  "E." 

Schedule  "F."  Profit  and  Loss  account,  Dept.  "F." 

Schedule  "G."  Profit  and  Loss  account,  Dept.  "G." 

Schedule  "H."  rPofit  and  Loss  account,  Goods  on  Rent. 

Schedule  "I."  General  Profit  and  Loss  account,  Camps. 

Schedule  "J"  Assets  and   Liabilities. 

Schedule  "K"  Combined  Profit  and  Loss  Account. 

The  analytical  portion  of  the  report  should  deal  with  each  depart- 
ment separately  and  combined,  and  show  the  proportion  of  the  various 
departmental  expenses  to  the  turnover  and  to  the  sales;  the  percentage  of 
profit  on  me  turnover,  and  on  the  sales;  and  the  percentage  of  selling 
expense  to  the  turnover  and  to  the  sales.  This  should  be  followed  by  such 
judicious  remarks  and  suggestions  as  may  be  necessary. 

In  making  the  second  annual  report  comparison  of  the  various  percent- 
ages will  be  made  with  those  of  the  previous  period.     Comparison  will  also 
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be  made  with  the  previous  inventories,  and  any  change  in  the  assets  or  lia- 
bilities as  shown  in  the  previous  report  fully  explained.    H.  G.  Brown. 

508.  ACCOUNTING  FOR  HAT  MANUFACTURING  BUSI- 
NESS.— Fig.  A  is  practically  self-explanatory;  the  left  hand  of  the  form  is 
an  ordinary  pay-roll  blank.  In  the  proper  columns,  under  the  heading  "dis- 
tribution," the  total  amount  earned  by  each  laborer  should  be  entered  and 
the  totals  of  the  different  columns  will  give  the  distribution  of  that  portion 
of  the  labor  which  is  paid  by  the  week  or  day. 
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FORM  A. 

In  order  to  handle  that  part  of  the  labor  which  is  paid  for  by  the  piece, 
cards  should  be  provided,  similar  to  Fig.  B,  as  many  different  styles  of 
cards  being  used  as  there  are  different  kinds  of  hats  made :  i.  e.,  cards 
bearing  the  names  of  the  different  kind  of  piece  work  to  be  done  on  "stiff 
hats,"  "soft  hats,"  "straw,"  "silk"  and  "opera"  hats.  In  this  instance  as 
the  operations  in  the  manufacture  of  soft  and  stiff  hats  are  the  same,  it 
would  be  advisable  to  have  the  cards  be  of  two  distinct  colors  in  order  that 
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FORM  B 


in  the  process  of  distribution  no  error  might  occur.  The  dotted  lines  across 
the  card  represent  perforations.  Now,  each  laborer  should  have  a  number 
and  as  each  hat  is  started  through  the  process  of  manufacturing  a  suitable 
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card  should  be  attached  to  it  and  each  laborer  should  inscribe  his  number 
opposite  the  kind  of  work  done  by  him.  The  hat  being  completed,  the  card 
should  be  detached  and  turned  into  the  office.  At  the  end  of  the  week  tear 
all  the  cards  along  the  perforated  lines  and  sort  the  sections  out  according 
to  the  laborers'  numbers.  A  number  of  small  boxes  similar  to  a  set  of 
pigeon-holes  laid  flat  with  the  openings  turned  upward  can  easily  be 
arranged  for  the  purpose.  In  this  manner,  the  amount  earned  by  each 
laborer  is  readily  ascertained.  Then  the  sections  of  the  cards  are  agai: 
sorted  out,  but  this  time,  according  to  the  different  kinds  of  piece  work  and 
in  this  way  the  distribution  of  piece  work  labor  is  arrived  at. 
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Fig.  C  shows  a  convenient  form  for  the  pay-roll  book  for  the  piece 
work   labor. 

Of  course  in  Form  A  columns  should  only  be  provided  for  such  labor 
as  is  done  by  the  week  or  day  and  the  cards  and  Form  C  should  only  men- 
tion such  operations  as  are  paid  for  by  the  piece.  M.  H.  Bides. 

509.  ACCOUNTING  FOR  HOTELS.— In  order  to  provide  a  uni- 
form system  of  cash  books  for  the  several  cashiers  needed  in  first-class 
hotels,  we  have  put  in  service  a  loose  leaf  method  on  forms  as  shown  by 
the  sample  sheet  herewith. 

As  plainly  indicated  on  the  printed  form,  cash  receipts  are  entered  on 
the  left  hand  side  and  expenditures  on  the  right.  The  classifications  given 
in  this  specimen  are  not  arbitrary,  but  are  arranged  to  suit  special  condi- 
tions. As  will  be  seen,  the  form  contemplates  ledger  accounts  divided  into 
Guests,  Provisions,  Expenses,  Help  and  Sundries. 

The  blank  column  at  the  extreme  edges  of  the  sheet  are  used  by  the 
sub-cashiers  in  which  to  enter  the  actual  amounts  involved  in  each  transac- 
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tion  and  from  the  footing  of  these  columns  can  be  obtained  the  balance.  It 
is  left  to  the  head  cashier  to  make  the  distributions  into  the  columns  headed 
for  such  distribution.  Postings  are  made  direct  from  these  sheets  to  the 
Guests'  ledger  and  main  ledger. 

As  each  sheet  is  balanced  and  posted  it  is  placed  in  its  position  on  a 
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regular  loose  leaf  binder  and  as  each  sheet  is  paged,  the  various  sheets  are 
thus  finally  brought  together  in  the  binder  and  so  form  a  permanent  cash 
book. 

The  advantages  of  this  method  include  the  fact  that  any  number  of 
cashiers  can  be  working  simultaneously  and  yet  their  work  will  be  finally 
concentrated  into  a  permanent  book ;  the  posting  can  be  done  without  inter- 
ference with  the  day's  work;  there  is  no  need  for  recopying  any  of  the 
entries,  as  the  head  cashier  uses  the  original  entry  of  the  sub-cashier  t<  >r 
his  distribution. 

The  sheets  for  different  cashiers  are  of  different  colors  so  as  to  be 
readily  distinguishable.  Each  cashier  must  balance  his  own  sheet  and  his 
cash  be  made  to  agree  therewith. 

In  order  to  make  each  sheet  a  complete  unit,  and  also  to  permit  the 
office  work  being  kept  posted  up-to-date  instead  of  allowing  it  to  accumu- 
late towards  the  end  of  the  month,  the  footings  are  posted  from  each  sheet 
as  same  is  balanced  and  ready  for  binding.  J.  H.  Wood. 

510.  ACCOUNTING  FOR  THE  INSTALLMENT  BUSINESS. 
— We  submit  two  simple  forms  of  Lease  Register,  or  Tabular  Ledger,  for 
use  in  the  installment  business.  Stoves,  Sewing  Machines,  Bicycles,  etc., 
are  sold  in  this  way,  and  these  forms  have  been  found  very  satisfactory. 
Original  entries  come  from  the  usual  sources  as  these  books  are  simply 
special  forms  of  ledger  and  represent  in  detail  the  ''Lease  or  Installment 
Account"  in  the  General  Ledger. 
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511.  INSURANCE  ACCOUNTING  (FIRE)  FOR  BRANCH 
MANAGEMENT  OR  GENERAL  AGENCY.— These  two  are  practically 
identical,  the  expense  of  each  including  the  salaries  of  the  manager  or  gen- 
eral agent  down  to  the  office  boy,  being  paid  by  the  company,  although 
some  general  agents  are  paid  by  commission  only,  themselves  paying  the 
salaries  of  the  office  and  traveling  force,  which,  however,  makes  little  dif- 
ference in  their  account  keeping.  For  the  purpose  of  this  article  the  Branch 
Management  or  General  Agency  of  the  company  will  hereafter  be  alluded 
to  as  the  manager's  office.  The  manager's  office  has  several  states  or  terri- 
t<  iries  under  its  supervision,  having  sub-agents  throughout  reporting  thereto. 
In  some  cases  policies  are  written  out  and  sent  to  their  sub-agents  when 
applied  for  and  the  best  way  is  to  have  a  separate  lot  of  25  or  more  num- 
bered blank  policies  set  aside  for  their  use  from  the  general  series.  All 
other  agents  receive  a  supply  of  numbered  blank  policies,  a  report  of  each 
of  which  is  sent  to  the  company  when  written. 

The  copy  of  the  policy  or  "daily  report,"  as  it  is  styled,  whether  written 
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at  the  manager's  office  or  by  the  sub-agent,  goes  through  the  records  of  the 
manager's  office,  and  in  order  to  reach  the  accounts  the  premium  is  entered 
together  with  amount  of  liability  under  the  policy  for  reference  either  direct 
in  the  ledger  to  agents'  debit  or  in  an  "outstanding  premium"  book  or  loose 
card  auxiliary  to  the  ledger.     Return  premiums  are  allowed  on  cancellation 
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of  policies  if  desired,  before  expiration  of  same,  and  sometimes  by  reduc- 
tion of  rate  and  when  so  reported  to  the  manager's  office  and  approved  are 
credited  the  agents'  account  just  as  the  premiums  are  debited. 

There  are  in  the  fire  insurance  business,  as  in  others,  several  methods 
of  book-keeping,  most  of  which,  as  a  rule,  are  equally  good  if  properly  kept. 

The  following  illustration  for  the  sub-agency  accounts  of  a  manager's 
office  is  believed  by  the  writer  to  be  the  equal  of,  if  not  better,  than  most 
systems  and  can  be  kept  in  book  form  or  on  loose  sheets  subsequently  bound, 
the  latter  being  generally  preferable  owing  to  the  frequency  of  transferring. 
It  is  really  a  combination  of  agency  ledger,  journal  and  trial  balance  and 
is  a  very  complete  monthly  synopsis  by  which  name  it  will  be  hereafter 
referred  to.  One  line  is  allowed  for  each  agency,  arranged  in  alphabetical 
order  separately  by  states,  the  premiums  and  return  premiums  being  the 
monthly  totals  of  the  auxiliary  "outstanding  premium"  book  or  card  above 
mentioned,  the  net  premiums  being  the  difference  between  these  two.  When 
the  return  premiums  exceed  the  premiums,  the  net  premiums  are  entered  in 
red  figures  denoting  contra. 

Then  come  the  agents'  credits,  commencing  with  commission,  being 
an  agreed  percentage  of  his  net  premiums,  next  his  expenditure  for  postage 
and  exchange,  taxes  and  all  other  disbursements,  such  as  board,  dues,  sta- 
tionery and  advertising  when  authorized. 

These  items  are  obtained  from  the  agents'  statement  accompanying 
his  monthly  remittance  to  the  manager.  The  amounts  paid  for  fire  losses 
(only  losses  for  small  amounts  are  paid  by  the  agent)  and  loss  expenses 
are  credited  the  agent  and  paid  by  him.  Items  under  the  heading  of  journal 
are  transfers  from  one  account  to  another,  such  as  correcting  errors  of  entry 
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and  the  like  and  can  be  done  through  a  separate  journal  book  or  by  simply 
explaining  the  entries  in  ''remarks"  column.  The  two  debits  of  net 
premiums  and  journal  (if  any)  are  then  added  together,  the  credits  like- 
wise, the  difference  being  the  net  balance  for  the  month  and  is  entered  in 
column  under  the  heading,  appearing  in  red  if  the  credits  exceed  the  debits. 
The  cash  credits  are  posted  direct  from  the  sub-agent's  remittance  column 
of  the  cash  book,  the  total  of  which  should  agree  with  the  total  of  the  cash 
credit  column  of  the  synopsis  sheet.  The  same  thing  applies  to  the  cash 
debit  column  in  reverse  order.  The  balance  "to  next  month"  is  obtained 
from  the  difference  between  the  credits  and  debits  of  the  preceding  four 
columns  and  is  either  a  debit  or  credit  (a  black  or  a  red)  as  the  case  may  be. 
The  credit  column  under  the  heading  of  journal  is  shown  before  the 
debit  column  merely  to  bring  several  credit  columns  together  as  a  mater  of 
convenience.  The  sub-agency  account  thus  disposed  of,  we  now  take  up 
the  other  accounts  of  the  manager's  office,  for  which  a  very  small  ledger 
will  suffice.  An  account  may  be  opened,  called  sub-agencies,  in  which 
should  be  entered  the  monthly  totals  of  debit  and  credit  columns  of  the 
synopsis  sheet,  either  separately  or  in  the  aggregate,  the  balance  being  of 
course  the  same  as  shown  in  the  latter  sheet  under  the  heading  of  "balance 
to  next  month." 

The  following  accounts  will  also  be  necessary,  bills  payable,  notes,  and 
city  or  county  warrants  are  occasionally  accepted  in  payment  of  premiums, 
and  if  many  are  taken  an  interest  account  might  be  required.  Bills  payable 
should  not  be  required  in  the  manager's  office,  the  only  permissible  item  of 
that  nature  being  an  occasional  overdraft  at  the  bank,  which  need  not  attain 
any  great  proportions  as,  if  it  should,  draft  can  immediately  be  made  on 
the  head  office. 

Commissions  account  should  be  debited  monthly  with  the  total  amount 
of  percentage  credited  the  sub-agents,  but  should  be  closed  at  the  end  of 
each  month  by  charging  the  balance  therein  to  the  head  office  account. 

Expense  account  is  charged  with  all  disbursements  of  that  nature, 
including  the  totals  of  agents'  credits  for  such  items  as  shown  by  synopsis 
sheet  and  is  closed  monthly  in  same  manner  as  commission  account. 

Losses  and  Loss  Expense  is  charged  with  all  such  items,  including 
those  paid  by  and  credited  the  agents  and  those  (the  larger  ones)  paid 
direct  by  the  manager's  office,  and  is  closed  also,  as  are  expenses  and  com- 
missions accounts,  monthly,  being  first  credited  with  any  losses  or  loss 
expenses  that  may  be  recovered  from  companies  reinsuring  the  policies  on 
which  losses  are  paid. 
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Reinsurance  account  is  credited  and  the  Head  Office  account  charged 
monthly,  with  the  total  premiums  in  proper  proportion  on  policies  which 
are  reinsured  with  other  companies  who  thereby  assume  their  share  of  the 
liability  under  the  policies  reinsured  in  whole  or  in  part  as  the  case  may  be. 
An  agreed  commission  is  allowed  the  reinsured  company  on  each  premium, 
the  total  month's  commissions  thereon  being  credited  the  Head  Office 
account  and  charged  to  the  reinsuring  company,  the  latter  in  due  course 
receiving  payments  of  the  net  amount,  that  is,  the  premiums  less  commis- 
sions. 
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Head  Office  (or  Company)  account  is  credited  monthly  with  the  total 
net  premiums,  obtained  from  the  footings  of  that  column  on  the  synopsis 
sheet.  This  account  is  also  credited  with  reinsurance  premiums  less  com- 
missions on  same  as  above  stated  and  is  charged  with  the  different  items 
of  expenses,  and  fire  losses  and  loss  expenses  above  referred  to. 

The  manager's  office  always  keeps  on  hand  and  in  the  bank  sufficient 
funds  for  the  prompt  payment  of  fire  losses  and  at  the  same  time  endeavors 
to  remit  to  the  head  office  as  much  money  as  the  profits  will  allow.    Accounts 
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are  kept  also  with  each  of  the  traveling  men  who  are  known  as  special 
agents  and  who  are  charged  with  the  various  sums  drawn  by  them  through- 
out each  month  and  are  credited  at  the  end  of  each  month  with  their  total 
expenditures,  a  statement  of  which  should  be  rendered  on  a  blank  similar 
to  the  illustration.  The  Head  Office  account  is  then  charged  with  the 
amount  of  each  special  agent's  expenses  as  shown  by  his  monthly  statement. 
The  above  accounts  may  be  varied  or  added  to  in  accordance  with  require- 
ments, but  ordinarily  should  suffice.  Complete  reports  of  the  entire  busi- 
ness done  should  be  made  monthly  by  the  manager's  office  to  the  head  office 
and  a  statement  of  receipts  and  disbursements  together  with  a  copy  of  the 
ledger  trial  balance  should  also  be  rendered  the  head  office  monthly. 

T.  H.  Meek. 

512.  ACCOUNTING  FOR  THE  LUMBER  BUSINESS.— If  we 
were  to  attempt  to  say  what  the  lumber  business  might  include,  or  how 
many  branches  of  accounting  might  be  included  in  accounting  for  the  lum- 
ber business,  we  would  fill  a  great  deal  of  space,  for  the  lumber  business  is 
one  of  the  greatest,  most  extensive  and  far-reaching  of  all  the  manufac- 
turing interests  of  the  country.  Many  lumber  firms,  beside  owning  their 
own  logging  outfits,  railroads,  stores,  wharves,  etc.,  have  ships,  brick-yards, 
dry-docks,  acres  and  acres  of  real  estate,  and  often  own  whole  towns. 

We  will,  therefore,  show  a  system  for  keeping  the  accounts  of  a  reason- 
ably large  firm — say  one  rated  AAAl  by  the  Lumbermen's  Credit  Associa- 
tion; one  with  a  mill  having  a  capacity  of,  say,  150,000  feet  daily,  a  planing 
mill,  shingle  mill,  lath  mill,  sash-and-door  factory,  drykilns,  extensive  yards, 
logging  camp,  store,  boarding-house,  and  also  renting  houses  to  employes. 
To  keep  the  accounts  of  such  an  establishment  we  must  have  a  set  of  books 
adequate  to  receive  the  records  of  the  necessarily  large  amount  of  business 
which  is  transacted  daily.  Let  us  consider  them  in  the  order,  as  near  as 
possible,  in  which  they  are  used : 

513.  First,  the  Log-Purchase  Record.  The  majority  of  large  mills 
buy  their  logs,  or  at  least  a  good  proportion  of  them,  as  their  logging 
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camps,  no  matter  how  large  and  complete,  are  wholly  inadequate  to 
supply  the  demand  of  the  mill.  Logging  is  an  uncertain  proposition  at  the 
best,  dependent  as  it  is  on  the  weather  and  the  condition  of  the  ground. 
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The  mill  runs  right  along  day  and  night,  with  nothing  to  stop  it  in  its  log- 
devouring  career,  except  an  occasional  one-day  shutdown  for  repairs. 

The  Log  Purchase  Record  should  be  ruled  like  the  illustration  (Xo. 
1),  having  columns  for  consignor's  name,  date  of  purchase,  number  of  logs, 
boom  sticks,  swifters  and  boom  chains.  These  items  are  very  important, 
as  the  last  three  are  usually  the  property  of  the  logger,  and  have  to  be 
returned  to  him.  Columns  are  also  provided  for  the  number  of  feet,  board- 
measure,  cost  of  logs,  towing  or  freight,  total  cost,  and  total  cost  per 
thousand  at  mill.  By  this  method  we  have  only  to  add  our  saw  bill  to  have 
the  cost  of  the  lumber,  rough,  green.  To  this  we  have  to  add  the  cost  and 
profit  of  drying  and  working  it  into  flooring,  ceiling,  rustic,  siding,  or 
whatever  its  grade  and  size  indicate  it  should  be  "run"  at. 

514.  Second,  the  Order  Book,  If  we  do  both  a  local  and  a  car  ship- 
ment business,  we  should  have  two  order  books — one  for  each  department, 
as  the  local  book  will  soon  be  full  of  orders  which  have  been  delivered  and 
charged,  while  the  car  orders  are  usually  larger  and  not  so  quickly  disposed 
of.  These  books  should  be  indexed  and  ruled  with  "columns  for  prices" 
and  one  for  "car  or  ticket  number,"  when  order  is  delivered. 

515.  Third,  the  Car  Record  Book.  This  book  is  a  complete  record 
of  all  the  transactions  relating  to  each  individual  car  shipped  (see  illustra- 
tion).    It  contains  purchaser's  order  number,  date  of  shipment,  car  num- 


C^a*ra     F^  e <z>o  p> d 


Dale.. 


*3>l"MppecJ   for. 


De^at?  n«srt"i  on 


Vi. 


C<<=>  n7e~rffe, 


LeniT^  off  Car 

O  <;*  p  «a.  <=.  'i^y 

We.>«^m*  }r?voi< 


E-sfr  ma>TecJ   FT'ei'ohT- 

<Ac7u«al  fre?>^M~ 

Or>derwejJ£M~ 

O  ve  r  \*/e  h£  K+" 


<g)  R«^Ve> 


-vs.e>. 


367 


516 


TIIORNE'S    TWENTIETH    CENTURY 


ber,  car  initials,  length  and  capacity  of  car,  and  is  provided  with  columns 
for  a  detailed  list  of  the  contents  of  the  car,  weight  and  invoice.  It  also 
slmws  the  rate  of  freight,  estimated  weight  in  pounds,  which,  multiplied 
by  the  rate,  gives  the  estimated  freight.  If  the  actual  freight  is  more  than 
the  estimated  freight,  it  shows  that  the  contents  of  the  car  weigh  more 
than  the  guaranteed  maximum.  In  that  case  the  consignee  makes  us  pay 
the  additional  freight  and  this  is  called  "overweights."  If  the  actual 
freight  is  less  than  the  estimated  freight  the  difference  is  called  "under- 
weights," and  we  get  the  benefit  of  it.  By  this  method  we  are  enabled  to 
tell  whether  or  not  our  dry-kilns  are  doing  their  work  effectively  in  drying, 
and  consequently  reducing  the  weight  of  the  lumber  and  shingles. 

The  Ledger  ruling  on  the  lower  part  of  the  page  provides  for  an  ac- 
count for  each  car  shipped  entirely  separate  from  the  regular  Ledger  ac- 
counts with  the  purchaser. 

516.  Fourth,  the  Sales  Book.  In  this  book  we  enter  a  complete 
itemized  charge  of  every  sale.  It  has  columns  for  car  or  ticket  number,, 
quantity  columns  for  lumber,  lath  and  shingles,  respectively,  a  price  column 
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and  four  amount  columns  for  lumber,  lath,  shingles  and  sash  and  doors. 
It  is  also  provided  with  one  emergency  column,  so  that  if  at  any  time  we 
manufacture  a  new  branch  of  merchandise  our  sales  book  is  provided  with 
a  column  for  it.  In  the  total  column  we  write  the  total  of  each  sale  on  the 
same  line  as  the  purchaser's  name,  and  post  that  amount  to  his  account. 
The  footing  of  this  column  should  be  equal  to  the  sum  of  the  footings  of 
the  other  four  columns. 

At  the  end  of  every  month  we  add  all  our  columns,  and  that  gives 
the  number  of  feet  of  lumber,  the  number  of  lath  and  the  number  of 
shingles  sold  during  the  month.  The  totals  of  the  amount  columns  are 
credited  to  their  respective  accounts  in  the  general  ledger. 

If  a  Car  Record  like  the  one  described  in  this  article  is  used  it  is 
unnecessary  to  itemize  the  charges  for  cars.  A  reference  to  the  Car  Record 
folio  would  be  sufficient.  In  this  case  we  simply  enter  car  number,  totals 
of  quantity,  lumber  value,  sash-and-door  value,  shingle  value,  lath  value, 
and  total  of  invoice.  This  can  be  made  from  the  Car  Record.  Except 
where  this  system  is  followed,  all  bills  and  invoices  should  be  made  from 
the  sales  book. 
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517.  Fifth,  the  Journal.  In  regard  to  journals  we  show  one  with 
non-posting  columns,  which  can  be  used  for  any  accounts  the  book-keeper 
pleases.  Take  those  which  have  the  most  debit  entries  during  the  month. 
Then  we  make  credit  posting  for  each  entry,  and  charge  the  total  of  the 
non-posting  columns  at  the  end  of  every  month. 

518.  Sixth,  the  Ledger.  There  should  be  two  ledgers — the  "Indi- 
vidual" and  the  ''General."  In  the  Individual  Ledger  we  keep  accounts 
with  individuals  and  firms  with  whom  we  do  business.  In  the  general 
ledger  we  keep  accounts  with  all  the  different  departments  of  our  businesss; 
also  all  the  necessary  running  accounts,  such  as  "Expense,"  "Operating," 
"Freight,"  etc.,  and  accounts  with  the  various  divisions  of  property,  such 
as  "Mill,"  "Dry-kilns,"  "Yards,"  "Teams,"  etc.  The  following  are  a  few 
of  the  most  important  general  ledger  accounts : 

Let  us  take  the  real  accounts  first:  "Mill."  The  debit  balance  of  this 
account  represents  the  value  of  the  mill  itself,  including  all  fixed  machinery 
in  saw  mill,  planing  mill,  schingle  mill  and  lath  mill.  To  this  account  we 
charge  everything  which  adds  to  the  value  of  the  mill  itself,  whether  it  be 
labor,  lumber  or  purchases  from  other  firms,  and  all  new  machinery  which 
is  put  in,  to  replace  old  machinery. 

Among  the  others  we  have  "Factory,"  "Dry-kilns,"  "Logging  Equip- 
ments," "Yards,  Sheds  and  Platform  Accounts,"  "Teams  and  Outfits," 
"Real  Estate,"  "Office  Furniture  and  Fixtures,"  "Buildings,"  etc.;  also 
"Bills  Payable"  and  "Bills  Receivable." 

The  most  important  of  the  representative  accounts  is  "operating." 
This  account  represents  the  cost  of  running  the  mill,  and  to  it  should  be 
charged  all  new  machinery  which  is  put  in  to  replace  old,  all  repairs  and 
supplies — such  as  files,  saw-teeth,  oils,  tallow,  brick,  babbit  metal,  emery 
wheels,  etc.,  and  whatever  else  is  purchased  to  keep  the  mill  in  running 
order.  To  this  account  we  charge  the  pay  roll,  as  that  is  part,  and  the 
greatest  part,  of  the  cost  of  running  the  mill.  Of  course,  such  a  part  of 
the  pay  roll  as  is  for  labor  on  permanent  improvements  we  do  not  charge 
to  "Operating." 

Among  the  other  General  Ledger  accounts  of  this  class  are  "General 
Expense,"  "Barn  Expense,"  "Office  Expense,"  "Freight,"  "Rent," 
"Boarding,"  "Interest  and  Discount."  "Insurance,"  "Salaries,"  etc.  The 
other  class  of  accounts  found  in  the  general  ledger  are  those  which  are  real 
as  far  as  the  inventory  is  concerned,  and  representative  otherwise.  The 
principal  ones  are  "Logs,"  "Lumber."  "Lath,"  "Shingles,"  "Sash  and 
Doors,"  and  "Store  Accounts." 
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519.  Seventh,  the  Casli  Book.  On  the  debit  side  of  the  cash  book 
(see  illustration)  we  have  columns  for  "Sash  and  Doors,"  "Lumber," 
"Lath  and  Shingles"  cash  sales.  I  think  this  system  better  than  having  a 
Cash  Sales  Book  and  a  Petty  Cash  Book,  although  it  is  a  good  thing  to 
have  a  blotter  or  something  of  the  kind  on  which  to  enter  the  cash  sales 
during  the  day,  and  every  night  enter  total  cash  sale  credits  for  the  day 
in  the  cash  book,  thus  taking  only  one  line,  a  day,  of  the  general  cash  book 
for  cash  sales.  The  totals  of  these  columns  are  credited  at  the  end  of  the 
month  to  their  respective  accounts. 

We  have  also  two  columns  for  "store"  credit.  One  we  call  "deposits," 
in  this  column  we  enter  all  moneys  brought  into  the  general  office  from 
the  store  to  be  credited  to  the  Store  account  in  the  Store  Ledger.  The 
other  we  call  "Collections,"  and  in  this  column  we  enter  all  money  or 
checks  paid  into  the  general-office  on  Store  accounts.  Each  item  in  these 
columns  is  posted  in  the  Store  Ledger  to  the  credit  of  the  account  in  favor 
of  which  thev  are  entered.     The  totals  of  these  columns  are  credited  to  the 
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"Store  account"  in  the  general  ledger,  and  charged  to  the  account  of  "Gen- 
eral Office"  in  the  Store  Ledger,  at  the  end  of  every  month. 

In  the  column  called  "Individual  Ledger"  we  enter  the  amounts  of  all 
receipts  to  be  credited  to  accounts  in  the  Individual  Ledger.  The  same 
method  is  used  in  regard  to  general  ledger  accounts. 

By  using  a  cash  book  ruled  in  this  way  we  have  at  the  end  of  every 
month  practically  a  tabulated  statement  of  the  cash  receipts  for  the  month. 
It  shows  at  a  glance  the  receipts  for  Sash  and  Doors,  Lumber,  Lath  and 
Shingles.  It  shows  how  much  we  have  received  from  the  store,  how  much 
from  individual  mill  accounts  and  how  much  from  other  sources. 

On  the  credit  side  (see  illustration)  we  have  three  columns  for  the 
store.  Before  explaining,  it  is  necessary  to  say,  that  these  columns  are 
provided  for  companies  who  pay  cash  and  discount  their  bills.  In  these 
columns  we  enter  respectively  the  gross  amount,  the  discount,  and  the 
amount  paid 
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The  items  in  the  "Gross  Amount"  column  we  charge  in  the  Store 
Ledger  to  the  account  against  which  they  are  entered.  At  the  end  of  the 
month  we  credit  the  total  of  the  "Discount"  column  to  "Discount,"  and 
the  total  of  "Amount  Paid"  column  to  "General  Office/'  in  the  Store 
Ledger.  On  the  general  ledger  we  charge  "Store  Account''  with  the  total 
of  the  "Amount  Paid"  column.  This  keeps  both  sets  of  books  in  balance. 
I  have  also  provided  two  extra  columns  for  non-posting  accounts.  These 
may  be  whatever  the  book-keeper  pleases.  I  have  seen  "Operating"  and 
the  manager's  personal  accounts  inserted  in  these  columns  to  great  advan- 
tage. General  and  Individual  Ledger  accounts  have  already  been  explained 
for  the  debit  side,  and  the  same  rules  apply  to  the  credit  side. 

520.  Eighth,  the  Pay  Roll.  (See  illustration).  This  pay  roll  dif- 
fers from  most  pay  rolls  in  that  it  itemizes  the  deductions  taken  from  the 
employers'  time.  The  amount  charged  to  "Operating"'  is  the  total  of  the 
"Amount"  column  before  deductions  are  made.  If  the  employe  boards  at 
the  company's  boarding-house,  his  board  bill  is  entered  on  the  pay  roll,  and 
deducted  from  his  pay.  If  he  has  a  bill  against  him  at  the  store,  it  is  entered 
on  the  pay  roll  and  deducted  from  his  pay.  The  same  rule  is  followed  in 
collecting  doctor  bills,  rent,  fuel,  insurance,  and  whatever  else  the  employe 
owes  the  company.      On  the  credit  side  of  the  cash   book  we  charge  the 
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whole  amount  of  the  pay  roll  before  deductions  are  made,  and  on  the 
debit  side  we  credit  "Store,"  "Board,"  "Rent,"  etc..  with  the  totals  of  their 
respective  columns.  These  are  posted  into  the.  general  ledger  to  the  credit 
of  these  accounts.  On  the  Store  Ledger  we  credit  the  employe's  individual 
accounts,  with  the  amounts  deducted  from  his  pay  for  his  store  bills.  We 
do  not  keep  separate  ledgers  for  rent,  fuel,  board,  etc.,  but  keep  a  little 
book  ruled  with  two  columns.  In  one  we  enter  the  charge,  and  in  the 
other  the  credit  right  opposite.  This  completes  the  list  of  books,  with  the 
exception  of  the  store  bonks;  and  as  this  article  ^^<  nol  concern  book 
keeping  for  the  store  business  we  will  simply  say  that  all  store  bills  are 
paid  through  the  General  Cash  Book.     Consequently,  the  store  books  con- 


371 


520  thorne's  twentieth  century 

sist  simply  of  sales  book,  journal  and  ledger.  The  ledger  contains  an  ad- 
justment account  with  the  general  office,  thus  making  a  trial  balance  pos- 
sible. The  principal  divisions  of  the  lumber  business  for  which  this  set  of 
books  is  designed  are.  (1)  Logs,  (2)  Sash  and  Doors,  (3)  Lumber,  (4) 
Shingles,   (5)   Lath. 

In  speaking  of  the  Logging  Camp  we  do  not  mean  the  camp  equip- 
ment as  part  of  the  assets  of  the  company  as  it  appears  on  the  books;  but 
as  a  log-producing  agent.  If  we  have  more  than  one  camp  we  can  number 
them  and  call  them  Camp  No.  1  and  Camp  No.  2,  and  open  accounts  with 
them.  To  each  camp  we  must  charge  all  supplies,  such  as  food,  clothing, 
oil,  etc.,  sent  to  it;  also  its  pay  roll;  and  credit  each  camp  with  all  logs  fur- 
nished at  the  regular  price  per  thousand.  If  Camp  No.  1  send  to  the  mill 
a  train  of  logs  valued  at  $1,000  we  make  a  Journal  entry  like  this : 
Logs    $1000.00 

To   Camp   No.   1 : .  .$1000.00 

100   m   ft.    Pine,,  at  $10.00. 

At  the  end  of  the  year  the  credit  balance  of  each  camp  account  after 
due  consideration  of  inventory  is  the  net  profit  on  that  particular  camp. 

As  ''Operating  Account"  and  "Log  Account"  represent  the  greatest 
part  of  the  cost  of  our  merchandise,  we  must  divide  them  proportionately 
among  the  four  divisions  of  merchandise — lumber,  sash  and  doors,  lath, 
and  shingles.  The  greatest  portion  of  the  Operating  Account  is  pay  roll, 
and  if  proper  care  is  taken  to  keep  a  record  of  the  pay  roll  of  each  mill 
separate,  there  will  be  no  difficulty  in  apportioning  this  part  of  the  Operating 
Account.  After  making  an  entry  charging  "Sash  and  Doors,"  "Lumber," 
"Lath,"  and  "Shingles,"  and  crediting  "Operating"  with  the  amount  of 
the  pay  roll  for  the  year,  we  charge  the  balance  of  the  "Operating  Account," 
less  the  value  of  whatever  inventory  of  supplies,  etc.,  we  have  on  hand, 
directly  to  "Profit  and  Loss,"  just  like  the  Expense  account  balance  is 
treated. 

The  Log  account  we  dispose  of  in  somewhat  the  same  manner.  We 
charge  "Shingles"  account  and  credit  "Logs"  with  the  amount  of  timber 
used  in  the  manufacture  of  the  year's  output.  This  amount  of  timber  can 
be  approximately  determined  by  the  following  method:  Lumbermen  esti- 
mate that  it  takes  one  thousand  feet  of  lumber  to  produce  10,000  shingles. 
If  we  take  the  number  of  shingles  manufactured  during  the  year,  which 
times  1-10  the  cost  of  the  timber  per  thousand  feet,  gives  the  cost  of  tim- 
ber for  the  shingle  mill  for  the  year.  The  cost  of  timber  for  the  lath  mill 
can  be  determined  in  the  same  manner,  but  we  must  remember  that  lath 
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are  made  out  of  slabs,  etc.,  which  are  good  for  nothing  else  but  fuel.  Con- 
sequently, the  timber  is  worth  very  little. 

After  crediting  Log  account  with  the  amount  of  timber  used  in  the 
manufacture  of  shingles  and  lath  we  must  credit  it  with  the  amount  of 
Inventory,  and  then  charge  the  entire  balance  to  "Lumber."  This  closes 
the  two  main  cost  accounts,  "Logs"  and  "Operating."  "Sash  and  Doors" 
Account  is  not  debtor  to  Logs,  because  the  material  used  in  their  manu- 
facture has  to  become  lumber  before  it  can  be  made  into  sash  and  doors. 

A  record  should  be  kept  of  all  the  lumber  used  by  the  factory  from  the 
mill  and  this  lumber  charged  to  Sash  and  Doors  account  at  some  fixed 
price. 

After  the  inventories  have  been  taken  and  credited  to  their  respective 
accounts,  the  balances  of  these  accounts  will  show  the  profit  or  loss  on  each 
of  these  divisions  of  merchandise.  Then  if  the  business  has  been  prosperous 
we  will  have  two  big  journal  entries  like  these : 

Camp   No.   1 Profit  and  Loss  Dr. — 

Camp    No.   2 ....... To  Operating   

Boarding  House    To  Expense  

^tore    To  Barn  Expense  

Rent To  Qffice  Expense 

.Interest  and  Discount   „      T 

Lumber . To  Insurance 

Lath   .  T°   -^'^    (depreciation) 

Shingles To    Freight    

To  Profit  and   Loss To   Salaries    


After  having  made  an  entry  like  this  and  posted  it,  we  have  nothing 
left  to  do  but  bring  down  the  balance  of  the  Profit  and  Loss  account. 

521.  The  Envelope  System  in  the  Wholesale  Lumber  Busi- 
ness.— The  lumber  business  in  this  country  is  divided  into  three  great  divi- 
sions— .Manufacturing,  Wholesaling  and  Retailing.  Some  of  the  large 
manufacturing  concerns  get  along  without  the  wholesaler  by  selling  their 
product  direct  to  the  retailer,  but  a  very  large  proportion  of  the  lumber 
which  is  shipped  away  from  the  point  of  production  is  bought  and  sold, 
or  rather  sold  and  bought  by  wholesale  dealers. 

The  business  of  the  wholesale  dealer  is  a  peculiar  one  in  that  he 
seldom  sees  the  commodity  he  is  selling,  all  sales  are  made  in  lots  of  one  or 
more  carloads,  and  the  wholesaler,  knowing  what  he  can  buy  and  at  what 
price,  makes  his  sales  before  he  has  bought  the  stock  he  is  selling. 

Most  of  the  lumber  sold  by  wholesalers  is  sold  on  a  delivered  price 
hundreds,  and  often  thousands,  of  miles  away  from  the  point  of  production 
and  the  item  of  freight  is  a  very  important  one.  It  is  known  to  lumber- 
men just  what  a  thousand   feci  of  any  class  of  the  kind  of  lumber  he  is 
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selling-  is  supposed  to  weigh,  that  is,  there  is  a  regular  schedule  of  shipping 
weights  for  all  classes  of  each  kind  of  lumber,  for  example,  Fir : 

Flooring   weighs    2,000  lbs. 

Boards   S.   1   S.   weighs 2,500  lbs. 

Bevel    siding    weighs 700  lbs. 

Dressed    timber    weighs 3,000  lbs. 

Rough     timber    weighs 3,300  lbs. 

and  when  a  manufacturer  ships  stock  for  a  wholesaler  he  guarantees  the 
lumber  not  to  exceed  schedule  weight,  if  it  weighs  over  the  schedule  weight 
then  the  freight  will  be  in  excess  of  what  the  wholesaler  allows  for  freight 
in  his  delivered  price  and  the  shipper  will  have  to  stand  the  additional 
freight  and  this  is  what  is  called  overweights,  the  rule  works  both  ways 
and  in  case  there  is  underweight  the  shipper  gets  the  benefit  of  it.  Thus 
it  will  be  seen  that  theoretically  a  wholesaler  can  tell  exactly  what  stock 
will  cost  him  delivered  on  any  rate  of  freight. 

On  the  Pacific  Coast  where  the  small  mills  are  so  plentiful  there  is 
usually  a  shortage  of  working  capital  and  it  is  customary  for  the  whole- 
saler to  advance  the  mill  from  75%  to  90%  of  the  price  of  the  lumber  as 
soon  as  it  is  shipped  and  pay  the  balance,  less  any  overweight  or  plus  any 
underweight  there  may  be,  as  soon  as  the  lumber  is  received  and  inspected 
at  its  final  destination. 

In  addition  to  keeping  a  regular  set  of  books  it  has  been  found  very 
convenient  and  in  many  cases  absolutely  necessary  to  keep  a  separate 
record  of  each  shipment,  one  that  will  show  the  individual  history  for  each 
and  every  car  shipped,  and  the  illustration  shows  an  envelope  which  is  in 
use  in  many  offices  for  this  purpose. 

In  looking  at  the  envelope  it  will  be  seen  that  on  the  left  hand  side  is 
the  heading  "Order"  and  a  blank  left  for  the  number,  date,  date  received, 
customer's  number,  salesman,  customer's  name  and  shipping  point,  freight 
rate  and  shipping  directions.  Below  these  items  are  several  lines  on 
which  the  order  is  copied. 

Below  the  third  heavy  line  on  the  envelope  we  find  a  blank  space  for 
the  name  of  the  bill  from  whom  we  are  glad  to  get  the  stock,  also  a  space 
for  the  date  and  terms  of  the  purchase. 

After  we  have  received  the  order  from  our  customer  and  placed  our 
order  with  the  mill,  these  blanks  are  filled  in  and  the  order  from  the  cus- 
tomer together  with  a  copy  of  our  order  to  the  mill  and  any  correspondence 
relating  to  the  order  are  placed  inside  the  envelope,  it  is  then  filed  away 
according  to  order  number  until  the  stock  is  shipped. 

When  we  get  the  mill  invoice  showing  the  amounts  shipped,  etc.,  Ave 
make  out  the  invoice  to  our  customer  and  save  a  copy  of  it  to  put  inside  of 
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A.  K.  ARKLEY  LUMBER  CO, 


ORDER.  SHIPMENT. 

Number Number 

Date Date 

Date  Rec'd Car 

Customer's  No From 

Salesman Invoiced 

For 

Rate Ship  to 

Route 


500  Pes.  ixi—S  Clear  Rough  Fir. 
SSS  Pes.  5x5—8  Clear  Rough  Fir. 


Note  No $ Date        Total. 

Draft  No $ 


SETTLEMENT. 

Freight       $ 

Discount     $ 

Cash  $ 

$ Inv.$. 

Net  Proceeds  $. 

Est'd  wt Est'd  fr't 

Act'l  wt Act'l   fr't 

@ $ 


Bought  of , 

Date Terms  , 

Amt.  Invoice      -      $ 

Discount      -       -      $ 

Advance      -       -      $ 

Balance        -       -      $ 


.Freight  $_ 


Cost  $. 
Loss  ft  Gross  Gain  $_ 

EXPENSES. 

Commission 

Interest         

Exchange     


Net  Gain  $_ 


Transit  to 

Re-Consigned 

THE  ENVELOPE.    FORM  12. 
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the  envelope.  On  the  face  of  the  envelope  we  fill  in  the  blanks  under  the 
heading  "Shipment"  the  number,  date,  car  number,  point  shipped  from 
and  the  date  invoiced.  Below  the  name  of  the  mill  from  whom  we  pur- 
chased the  stock  we  insert  the  amount  of  the  mill's  invoice  to  us  (see  illus- 
tration No.  12),  the  discount,  and  the  amount  advanced.  We  also  insert 
in  the  place  provided  (see  illustration)  the  estimated  weight  and  the  esti- 
mated freight  on  the  shipment. 

As  the  wholesalers  are  not  all  men  of  unlimited  means,  it  requires 
some  outside  capital  to  pay  the  mills  90 %  cash  on  their  invoice  and  most 
of  the  wholesalers  have  an  arrangement  with  their  banks  to  make  a  note 
for  the  amount  required  and  have  the  bank  advance  the  money.  On  the 
envelope  will  be  seen  places  in  which  to  write  the  number  and  amount  of 
the  note. 

The  mill's  invoice  to  us  and  a  copy  of  our  invoice  to  our  customer  is 
then  placed  inside  the  envelope  and  it  is  filed  away  according  to  shipment 
number  until  we  get  settlement  for  the  car. 

When  our  customer  pays  us  for  the  car  we  write  a  tabulated  state- 
ment of  his  credits  on  the  envelope  under  the  heading  "Settlement"  so 
much  freight,  so  much  discount  and  so  much  cash,  etc. 

The  freight  bill  always  accompanies  the  customer's  settlement  and 
from  it  we  fill  in  the  space  left  for  actual  weight  and  actual  freight  and 
below  this  the  underweight  or  the  overweight  as  the  case  may  be. 

The  mill  is  then  paid  the  balance  of  their  invoice  plus  the  under- 
weight or  less  the  overweight,  and  the  amount  paid  is  written  on  the  line 
provided.  (See  envelope  shown.)  The  envelope  now  shows  the  cost 
of  the  car  and  we  extend  the  amount  in  the  blank  provided,  and  deducting 
this  from  the  net  proceeds  as  shown  above  gives  us  the  gross  gain.  Under 
the  head  of  "Expenses"  we  write  our  salesman's  commission,  interest  on 
our  note,  exchange  and  have  two  lines  left  for  sundries.  The  sum  of  the 
expenses  can  now  be  extended  and  deducted  from  the  gross  gain,  showing 
the  net  gain. 

It  would  be  well  to  say  that  by  keeping  a  copy  of  our  invoice  in  the 
envelope  we  dispense  with  the  use  of  a  sales-book.  We  journalize  our 
sales  and  for  explanation  of  the  journal  entry  we  write  a  combination  of 
the  car  number,  the  order  number  and  the  shipment  number. 

As  every  car  has  a  different  combination  of  numbers  we  make  the 
combination  an  explanation  for  every  entry  relating  to  it  and  post  the  com- 
bination, as  explanation,  in  the  ledger.  A.  K.  Arkley. 

522.  The  lumber  business  is  one  .of  the  largest  industries  in  the 
country,  as  may  readily  be  understood  considering  the  vast  extent  of  land 
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which  has  been  and  is  now  in  process  of  being  denuded  of  its  timber.  This 
industry  has  a  number  of  ramifications,  starting  from  the  lumber  camp 
where  the  trees  are  felled  to  the  mill  where  the  lumber  is  sawed  or  manu- 
factured, to  the  wholesaler  who  distributes  it  over  the  country  in  carloads 
or  otherwise,  until  at  last  it  reaches  the  retailer  or  furniture  manufacturer, 
through  whom  it  finally  finds  the  general  public. 

The  principal  accounting  requirements  in  the  first  stage  are  to  ascer- 
tain the  cost  of  cutting  the  logs,  hauling,  rafting,  and  to  record  the  general 
expense  of  the  lumber  camp.  These  lumber  camps  are  usually  far  removed 
from  what  is  known  as  civilization.  They  have  their  own  stores  and  sup- 
plies, and  in  the  larger  camps  the  purchase  of  extras  and  record  of  cash 
checks  advanced  in  lieu  of  currency  and  good  at  the  camp  stores,  constitute 
an  item  of  considerable  importance.     (See  employe's  ledger,  par.  405.) 

Form  1  is  a  record  of  each  day's  cutting,  which  is  turned  in  to  the 
office  weekly  by  the  foreman  of  the  logging  camp.     It  will  be  noted  that 


Lodging  Camp  No.  6. 


Week  Ending. 


Date 

Number  Logs 
Cut 

Number  Logs 
Hauled 

Number  Logs 
Rafted 

Number  Men 
Worked 

Number  Hours 
Worked 

Monday- 
Tuesday 
Wed. 
Thursday 
Friday 
Saturday 
Sunday 

Totals 

Remarks  . 


FORM  1 

this  is  a  kind  of  memorandum  report  to  be  compared  with  mill  records  and 
the  pay-roll. 

SCALE  OF  LOGS  CUT  BY COMPANY 

Scaler  


FORM 


Form  2  is  a  copy  of  the  blank  furnished  to  the  man  who  counts  the 
logs  as  they  come  into  the  mill  and  is  turned  in  by  the  scaler  to  the  office 
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daily.     From  these  reports  the  daily  record  of  logs  is  entered  in  the  regular 
record  book. 

It  is  customary  on  occasions  to  have  the  scaler  scale  the  feet  in  the 
logs  in  order  to  compare  same  with  the  scale  of  lumber  as  furnished  by  the 
lumber  inspector.  This  is  done  as  a  kind  of  check  on  the  work  of  both 
parties. 

TRIMMER  SCALE  OF  LUMBER 
Cut  on 


1st  and  2d.. 

Select 

Yard 

Cull 

Pine 

Ash 

Total. 


Inspector... , 

FORM  3 


Form  3  is  the  report  turned  into  the  office  each  morning  by  the  lumber 
inspector,  showing  the  previous  day's  cut.     From  these  reports  the  lumber 

WILSON  CYPRESS  CO. 


MANUFACTURED 


BUNDLES.  SHINGLES. 

6x18,  No.  1 

5x18,     "     

4x18,      "     


6x18,  No.  2. 

5x18,      "     . 

4x18,      "     . 

6x18,  No.  3. 

5x18,     "     . 

4x18,     "     . 

Total  Shingles. 


Lath 

Crate  Slats 

FORM  4 

record  book  is  made  up.     The  lumber  is  measured  and  graded  as  it  comes 
from  the  mill. 

Form  4  is  the  report  of  shingles,  lath  and  crate  slats  manufactured 
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each  clay,  which  is  turned  into  the  office  daily.     The  information  contained 
in  this  report  is  entered  in  the  lumber  record  book. 

Form  5  is  a  sample  of  the  lumber  record  book,  which  includes  the 
manufacture  of  shingles,  lath  and  crate  slats  and  contains  a  very  complete 
history  of  the  manufacturing  end  of  the  business.  It  will  be  noticed  that 
this  record  gives  a  complete  daily  record  of  the  number  of  logs  sawed,  the 
number  of  feet  as  tallied  by  the  lumber  inspectors. 

Lunvbe  r 


xrir\n\er  Scale    of    Lumber 

MaoofacTure    of    SHio^i** 

May  1 9oo 

Lo£s 

First  and 

Selects 

Yard 

Culls 

i  Tote ' 

Lumber 

faXlo  *  1 

5XI&*I 

4-Xlo*l 

6X15*  2 

Friday 

l 

S'afbrclay 

: 

Monday 

3 

Tuesday 

M- 

Weclrjes^dy 

5 

Thursday 

u 

Record  Book. 


LcTTTj    aryd    crate,  slafs. 

5XIS  *2 

4- X  1 5  *  2 

6XI&*A 

5X»8  *5 

■4-xia*d 

Total  SV)ir>*le4 

Ldtt) 

Crate  SlflTs 

FORM  5 


Sales  are  posted  directly  from  sales  book  to  ledger,  each  day's  sales 
being  footed  separately  in  the  sales  book.  Then  the  total  lumber,  shingles 
and  lath  sales  are  inserted  in  their  proper  columns  on  the  sales  recapitula- 

Lurrxber  i>ciles  liooK 


L 
F 

Dog 

|nv. 

No. 
Ir)v. 

Cor 
iniT 

Cor 
NO. 

ll. 

Pi)rct)aw 

Dfsfyatioi) 

Anvoyijt 

doe 

or 
Hrirvloch 
<No.  FetfT 

Hard- 
wood 
Mo.  Feet 

i\Iom 

Ldtt) 

No.M 

Lborh 
Cds. 

\NooA 

CJo 

AIV+ 
for 

LJttj 

Anct 

ArrsJ- 
WooJ 

1 

h 

0 

X  1 

ML. 

Iflll 

bo- 

PJ 

ScoTTrCo 

Detroit  M. 

1231 

in 

50000 

.ioooo 

20000 

15000 

5o 

oo 

ibq 

cc 

10 

IS 

XZ 

PRR 

bill 

^o 

(ikiriK-u 

CrJ.Rat»ih 

lb 

60 

oc 

IS 

It 

X.3 

CR1 

111 

do 

icr 

Cb.HerJ 

Kalonvizoo 

It 

18 

oo 

_ 

FORM  o 

tion  shown  on  form  6  and  the  three  totals  on  that  sheet  must  agree  with 
the  grand  total  in  the  sales  book.     This  reconciliation  being  effected  each 
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day  is  a  great  convenience.  At  the  end  of  the  month  the  daily  totals  are 
footed  up  in  order  to  obtain  the  aggregate  month's  sales,  and  the  totals  of 
the  three  columns  posted  to  the  credit  of  the  Lumber,  Shingles  and  Lath 
accounts.  The  recapitulation  sheet  is  then  pasted  in  the  sales  book  at  the 
end  of  each  month,  reference  being  made  to  the  page  in  the  ledger  to  which 
the  totals  have  been  posted. 


Sol 

Soles  Reco  pituUitioo. 
CS-for  Moyi<)OJ>  as  per  Sol 

esftooK 

65 

Lumber 

Feet    |si)ir>£>les|   LoTt>    j 

i 

i 

3 

•4 

L_I[ 

9 

G 

FORM  6 

For  keeping  account  of  the  time  occupied  in  the  shop  the  attached 
form  is  submitted,  showing  the  distribution  of  the  workmen's  time  to 
machines  and  bench. 

On  all  contracts  the  order  is  made  out  and  handed,  in  the  first  place, 
to  the  man  in  charge  of  the  shed,  who  gets  out  the  lumber  required  for 
the  cutter,  and  the  order  then  progresses  from  the  one  man  to  the  other 
until  the  job  is  complete.  The  order  is  then  turned  into  the  office  with  a 
record  of  the  time  occupied  and  the  material  used. 

Tin\e  TicKeT. 


No 

e> 

2U<J2 

"/5              iqot 

Order  CbooK  No 

James  Gw^anTs 

Trough                                 , 

cbhee/s               ^ 

MACHINE      TIME. 

BENCH    TIME. 

QoTc 

Mrs. 

Mir;. 

bate 

Hr-4. 

M'7- 

bote 

HrS. 

Mir). 

D.'Te 

Hrs. 

Mi7. 

w 

70 

■MM 

11/6 

ZO 

l*i 

?0 

ai : 

1 

10 

w4 

1  5 

bi. 

i 

I  5 

53 

1 

«f 

55 

Hrs.MtfcSir)e 

,i       &erjcr) 

FORM  7 

Time  cards  (see  form  7)  are  given  out  each  morning  to  the  men, 
and  as  above  indicated,  each  man  is  expected  to  record  on  the  card  the 
time  occupied  on  bench  or  machine.  When  the  time  cards  are  gathered 
up  each  day  the  particulars  are  entered  on  the  stubs  of  the  order  book,  or 
if  a  contract,  the  particulars  are  entered  in  the  estimate  book,  so  that  the 
cost  of  a  job  can  be  compared  with  the  estimate.  This  is  a  very  important 
precaution  which  is  sadly  neglected  by  numbers  of  people  in  this  business. 
We  know  of  cases  where  the  superintendent  is  held  responsible  for  all  jobs 
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or  contracts  on  which  estimates  have  to  be  made  and  is  not  checked  up 
in  any  way.  The  time  tickets  do  not  provide  any  record  of  material  used. 
There  is  no  attempt  to  ascertain  the  exact  cost  of  any  piece  of  work  done, 
and  the  proprietors  of  the  business  have  no  means  of  knowing  on  what 
particular  contracts  they  make  a  profit  or  on  which  losses  have  been  in- 
curred. 

The  lumber  inspector,  or  counter,  whose  duty  it  is  to  keep  track  of  all 
lumber  that  is  received  or  that  leaves  the  mill  is  furnished  with  blanks  on 
which  are  provided  separate  descriptions  for  each  kind  and  size  of  lumber 
manufactured,  so  that  all  he  has  to  do  is  to  fill  in  the  number  of  pieces  and 
feet.  These  blanks  cover  about  two  hundred  different  dimensions  of  hem- 
lock, white  pine,  hard  wood  of  various  kinds,  and  culls. 

In  form  8  we  show  an  example  of  a  lumber  sale  book,  such  as  will  be 
found  in  the  majority  of  lumber  offices  diversified  to  meet  particular  and 
special  conditions.  This  type  of  sales  book  gives  a  complete  reference  to 
every  sale  and  to  the  total  sales  in  each  line,  the  totals  of  the  columns  pro- 
vided for  the  different  varieties  of  lumber  being  posted  to  the  credit  of 
separate  sales  accounts  carried  for  each  kind. 

The  estimate  books  used  by  lumber  manufacturers  usually  are  con- 
tained in  a  book  provided  with  duplicate  pages  detachable  at  perforation. 
The  originals  then  constitute  the  contract  record  on  which  may  be  speci- 
fied the  particulars  of  cost  when  any  contract  has  been  completed. 


Sci 

les 

Ledger 

brite 

Dr 

Date 

Dr 

Dote 

Dr 

Dole 

Crr 

1 

FORM  9 

523.  ACCOUNTING  FOR  PHYSICIANS.— We  present  a  card 
system  which  has  met  with  unusual  popularity  with  doctors  throughout 
the  country,  they  are  as  follows :  Clinical,  History  and  Ledger  cards.  The 
first  form  presented  is  the  clinical  card,  which  gives  the  name  of  the  family 
or  individual  treated  in  said  family.  These  cards  should  be  arranged  in 
two  sections,  that  is,  1st,  the  active,  and  2nd,  the  inactive;  the  former 
when  the  patient  is  under  treatment,  and  the  latter  when  treatment  has 
ceased.     This  will  require  a  file  arranged  with  two  separate  sets  of  alpha- 
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betical  guides  divided  by  two  guide  cards,  one  marked  "Active,"  the  other 
"Inactive." 

The  second  card  shown  is  our  History  or  Diagnosis  chart;  this  gives 
the  name  of  the  individual  as  well  as  a  complete  diagnosis  of  his  case ;  in 
some  instances  this  card  has  plain  ruling  on  the  back  which  is  used,  for 
remarks;  sometimes  it  is  arranged  with  a  chart  of  the  human  body  or  por- 
tions of  the  human  body  on  which  may  be  checked  parts  pertaining  to 
treatment  of  patient.  This  card  with  chart  on  back  is  often  used  by  sur- 
geons on  which  they  can  make  notations  pertaining  to  operations  that 
would  ordinarily  take  pages  to  describe  in  writing. 

Card  Index  Pointers  are  used  in  connection  with  the  above  cards, 
recording  appointments  by  placing  pointers  over  the  dates  on  which  the 
physician  is  to  call,  and  if  different  colored  pointers  are  used,  they  will  indi- 
cate the  different  diseases,  as  red  for  scarlet  fever,  blue  for  diphtheria,  etc., 

1  2  3  4  5  6  7  8  9  10  11  12  13  14  15  16  17  18  19  20  21  22  23  24  25  26  27  28  29  30  31 


( FATHER  J  _)  PERSONAL  I 

FAMILY  -j 


FAMILY 


B.            PERSONAL   AGE 

OCCUPATION 

NATIVITY 

HABITS 

f  COMMENCED 
-        |  CEASED 

-j  CHARACSER 

DURATION 
(.PERIODICITY 

ILLNESSES 

MENSTR'N 

SYMPTOMS 

APPETITE 
-SLEEP 
BOWELS 

SYSTEM3 

WEIGHT 

HEIGHT                                  PULSE 

TEMP. 

RESP. 

CIRCUL'T'Y 

/ 

HEART 

ARTERIES 

BLOOD 
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these  pointers  are  furnished  in  six  colors,  and  could  be  used  to  represent 
six  different  kinds  of  cases. 

Ledger  accounts  should  be  arranged  for  debit,  credit  and  balance,  also 
for  patients'  names.  We  would  recommend  cards  filed  in  three  distinct 
sections.  The  first  group  being  in  front  of  drawer  behind  a  buff  guide 
marked  "Unfinished,"  in  this  section  are  kept  all  the  active  accounts  with 
patients  who  are  under  treatment;  the  records  being  filed  behind  alpha- 
betical guides,  which  permits  instant  reference  to  any  particular  account. 
Behind  these  is  another  group  which  are  filed  behind  a  salmon  guide, 
marked  ''Finished"  and  in  this  section  is  kept  all  accounts  of  patients  who 
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have  been  treated,  but  are  not  receiving  treatment  at  the  present  time,  and 
who  have  not  settled  their  account  in  full,  and  these  are  also  arranged 
alphabetically  so  any  particular  card  can  be  easily  found.  In  making  out 
bills  and  rendering  statements,  it  is  only  necessary  to  refer  to  this  section 
of  the  file.  When  an  account  has  been  paid  in  full,  it  is  transferred  to  the 
third  and  last  section  behind  a  blue  guide  marked  "Completed,"  the  cards 
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l 

| 

in  this  section  being  alphabetically  arranged,  may  be  referred  to  instantly. 

524.     ACCOUNTING  FOR  THE  REAL  ESTATE  BUSINESS. 

— The  card  system  has  been  found  extremely  useful  in  the  real  estate  busi- 
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ness  where  it  is  necessary  to  keep  a  record  of  lots,  house  property,  farms, 
etc.,  for  sale,  and  houses  and  flats  for  rent.  The  examples  shown  are  very 
complete  and  self-explanatory. 
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It  will  be  noted  that  property  for  sale  is  cross-indexed  according  to 
locality  and  according  to  price  asked. 
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